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BY DON HIPSCHMAN 


The industrial revolution—fomented by Stephenson’s 
homely little locomotive in England and Eli Whitney’s 
screwdriver in America—is one which has never stopped, 
never lapsed into reaction or conservatism as do all poli- 
tical revelutions. For better or worse, man has lived in 
a state of technological anarchy for nearly three cen- 
turies. 

Now, the revolt is about to extend to all banking. It’s 
a revolt already underway and it’s one which, when 
completed—the layman will be little cognizant of other 
than to notice his checkbook appears slightly different 
than it did in the halcyon days when bank clerks wore 
leather cuffs and green visors. 

As usual, it was yesterday’s dreamy and maligned poet 
who told us what today’s reality would be. In 1920, Karel 
Capek wrote a play entitled “Russum’s Universal Robots” 
in which he foresaw machines taking over the menial and 
necessary tasks of humanity. 


Page 2 


Banking’s revolution is automation, already firmly es- 
tablished in many factories and businesses. Automation is, 
however, just beginning to reach banking. 


A Gargantuan Job 


The record-keeping problem in the nation’s banks is 
one of Gargantuan proportions and is one being con- 
stantly magnified as new services are offered the public. 

Since 1945, the number of checking accounts has dov- 
bled to more than 55 billion. Last year, an estimated 12 
billion checks (almost a billion more than in 1958) were 
cashed in U.S. banks, These checks, if placed one atop the 
other, would reach a thousand miles into space. And there 
are more coming. At the present rate of increase, the vol- 
ume of checks will be 22 billion by 1970. By then, how- 
ever, 90 per cent or better of all these checks will be proc- 
essed through automated systems. 

A number of larger banks have already gone to auto- 
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mated systems, and smaller banks are beginning to inves- 
tigate the economics and feasibility of electronic and elec- 
tro-mechanical check-processing. The present estimate is 
that 10 per cent of the nation’s 13,500 banks can use 
some degree of automation today. 


The Ultimate? 


In the end, it’s likely that all checks will be untouched 
by any human hand (a nightmare prospect for forgers 
and embezzlers) if automation is carried to the ultimate 
degree. Under such an arrangement, a depositor would 
give his bank authority to pay his bills. The bank, when 
it received the check from the depositor’s employer, would 
merely allocate the depositor’s funds according to various 
claims against it. The wail of anguish over a wife’s new 
hat would be scarcely audible over the whirr of a check 
sorter or the hum of transistors. 

Manufacturers first turned to automation and punch- 
card and tape systems after World War II, and now some 
factories have only a few maintenance personnel on hand 
to see that all goes right. 

It wasn’t until 1956, though, that automation came io 
banking. 

Then, the American Bankers Association, after six 
years of cooperative research with industry, introduced 
a special magnetic ink character recognition system 
(MICR) for automated check handling. The MICR sys- 
tem provides a “universal language” of ten digits and 
four symbols. 

There are other alpha-numerical systems, also, some 


of which are separate and entirely different than MICR 
but which, nonetheless, can be used in conjunction with 
MICR. 

How big should a bank be before it goes to automa- 
tion? 

A hard question, indeed, with no hard and fast rule 
applicable. It’s the number and activity of accounts rath- 
er than deposit size which determines the need, feasi- 
bility and degree of automation. 


Multiple Uses 


Checking accounts, of course, are not the only bank 
functions which can be handled by automation. Loan 
services, trust records, accounts receivable, charge ac- 
count banking, payroll services, credit records, ware- 
house receipts, monthly reconcilement for customers and 
correspondent services are other areas of potential appli- 
cation, 

It’s inconsequential to say, however, that any bank 
should investigate—-and most thoroughly—its individual 
situation before adopting MICR or any other system. 

This article will attempt to discuse some phases of au- 
tomation, but our treatment is going to be necessarily 
superficial in some aspects. Insufficient space alone pre- 
cludes any full-scale treatment of the subject. 


Procedure 


What is the operation involved when MICR or other 
systems are used? 
First (and assuming that automation is feasible), the 





Left, an engineer examines a circuit board and a plastic 
“memory” tape used in the Burroughs VRC electronic 
data processing system which is capable of handling up 
to more than 2,500 programming instructions at one time. 
Right, elements of the VRC are the sorter (at left), com- 
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puter cabinet (in right background), processor (in center 
foreground), and control console (in immediate lower 
foreground). The girl (in upper right foreground) is 
decorative. 
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Tired-handed bank clerks become a thing of the past with 
the use of an automatic coupon-clipper. The manufacturer 
says the machine, through saving time, pays for itself in 
a year. 


bank gives its customer check blanks imprinted with 
magnetic ink characters which encode his account num- 
ber and the bank’s transit number. The check blanks may 
also be encoded to include the customer’s name and ad- 
dress. 

Thus, equipment item number one: an encoder. Such 
encoding, too, necessitates the use of personalized check 
books, and a great deal of customer education so he won’t 
continue to use old check blanks. Some banks using au- 
tomation nudge the customer’s memory by assessing a 
service charge each time he writes a check on the wrong 
kind of blank. The bank may encode the personalized 
check books itself, or have it done by a printing house. 
Usually, however, it will find numerous uses for an en- 
coder and will not farm out this work. 


A single operator can monitor 

several of these completely automated 

NCR Post-Tronic machines which 

provide automation for small banks. 

NCR has a four-step program of 

gradual automation which helps banks meet 
the cost burden of going into 

automation. 





Closed-circuit television monitors, such as this RCA 
model, allow a teller or officer to dial a central records 
storage point in the bank to check signatures or get infor- 
mation speedily. 


All right, now we have the customer outfitted with a 
personalized and properly encoded check book and have 
him educated in its proper use. Now he writes his first 
check to pay for a year’s subscription to THE PIGEON 
BREEDER’S GAZETTE. 

If the check clears through a Federal Reserve bank, the 
Fed is able to process the check through an electronic 
sorter because the transit number on the check shows on 
which bank it was written. 


Fed Favors Automation 


Being able to handle checks through an automated 
sorting device relieves the Federal Reserve bank of a 
tedious chore, and it’s able to complete it processing much 
faster. For this reason, Federal Reserve banks are urging 





THE INDEPENDENT BANKER 























New York City 
site of the 86th 
American Bankers 
Association 
Convention 
September 18-2] 


See you there! 




























R.O. BISHOP 


JOE CAVITZEL ART HAESSIG 














September 1960 Page 5 








all banks in their districts to adopt automated systems 
wherever they are economically feasible. 

Incidentally, some country bankers say the Fed’s pres- 
sure for them to adopt automation, if acceded to, would 
raise their costs by at least 10 per cent with no benefit 
more tangible than the Fed’s assurance “it’s good for 
banking.” 

But, back to procedure for a moment before arguing 
more policy ... 

If the check is an “on us” check and does not clear 
through a Federal Reserve bank, it returns to the bank on 
which it was drawn, and the amount of the check is en- 
coded in magnetic ink. 

After the check has been encoded, the check then goes 
to an electronic or electro-mechanical posting machine 
which compares the symbols on the check with letters 
magnetically “remembered” on the depositor’s statement. 
One-run posting is thus possible, and old balances—a fre- 
quent source of error—are picked up automatically. 

Checks from unautomated accounts—that is, those 
without magnetic ink encoding—are handled differently. 


NABAC RESEARCH INSTITUTE 





Royal McBee’s standard Royal 
electric typewriter, linked to a com- 
puting unit through an encoding- 
decoding component, makes billing 
and other office routines an automatic 
process. 


When they come into the bank, they are processed 
through a proof machine encoder and then go to transit, 
or to clearing if they are from another bank, or else are 
manually sorted and then processed by electronic book- 
keeping machines, 

Other systems may use different means than magnetic 
ink encoding, but the principles are approximately the 
same. 


Gradual Process 


Some manufacturers offer equipment allowing the small 
banks to begin with partial automation, and then to 
graduate to more sophisticated equipment as the bank 
increases business or extends automation to more phases 
of its operation. 

Of course, each manufacturer is able to claim certain 
advantages for his own equipment, and the requirements 
of the individual bank, the availability of service, cost 
and other factors usually dictate the choice. 

The National Cash Register Company has developed a 
four-step automation system for smaller banks. Based on 


NABAC Research Institute 


MONTE CARLO FLOW CHART 


The research institute of the 
National Association for Bank Audit 
and Control has found that 
computers, through use of the Monte 
Carlo method, can be used to 
forecast the operation at a bank 
savings department. Through the 
method, the number of customers, 
the expected number of seven differ- 
ent kinds of transactions and the 
build-up of waiting lines at 

teller windows can be domonstrated. 
The Monte Carlo method is most 
often used in solving problems of 
military logistics, air port traffic, 
vehicular tunnel traffic, etc. It can be 
applied to all bank departments to 
study the work load, NABAC says. 
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A Diviston of NABAC, The Association for Bank Audit, Control and Operation 


HYPOTHETICAL BANK "A" 
Number of savings tellers - 3 
Type of system - Unit (Single) 
Bank hours - 9 a.m. to3 p.m. + 6 hours 


Expected number of transactions for the day - 600 


se ee 


. Expected hourly distribution of transactions : 


9a.m. to 10 a.m 
10 il 

il 12 noon 
12 noon 1 p.m. 


lp.m. 2 
é 3 


& lSeseee 


Total 
6. Types of transactions, and expected distribution by types : 








Transaction 

Basic Deposits 100 

Basic Deposits - Cash Back 50 

Special Deposits kid 

Christmas Club payments 150 
Deposits 315 

Basic Withdrawals » 

Special Withdrawals BB 
Total Withdrawals 5 
Cashed checks 150 150 
600 


A Division of NABAC, The Association for Bank Audit, Control and Operation 


THE INDEPENDENT BANKER 



































They laughed 
when | picked up 
the phone, 
But | dialed 





I knew that the correspondent specialists at Stock 
Yards Bank would come smiling through, no matter 
how tough the problem. Why don’t you, too, try 
laughing at correspondent complications; just dial 
BRidge 1-6633. Take it from a regular customer, you 


can always bank on cheerful and neighborly real- 





country-banker type of service. 
S$ BANK”... across the river from St. Lovis 


THE NATIONAL STOCK YARDS NATIONAL BANK 


OF NATIONAL CITY 





NATIONAL STOCK YARDS, ILt. 
A RESERVE CITY 
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At right, a Cummins-Chicago “Perf-O-Sorter” being dem- 
onstrated at the Central National Bank in Chicago. The 
machine uses coded perforations for sorting instead of 
MICR sysmbols, but as shown at top left, can be used in 
conjunction with MICR.. Bottom left, processing loan 
coupons is only one of the other uses of automated equip- 
ment, 


the Post-Tronic machine, the system is compatible with 
the more advanced NCR equipment for medium and large 
banks. 

The first step begins with an electro-mechanical ma- 
chine which offers the advantage of single-run posting. 
In this step, the bank does not have to adopt a numeric 
type of account identification because certain letters of the 
depositor’s name are indexed into the machine, becom- 
ing the key to keeping his records straight. The letters 
are magnetically “remembered” on the depositor’s state- 
ment. In the second step, the NCR system is modified to 
a numeric system of account identification. In the third 
step, an automatic ledger-statement feeder is added, and 
the fourth step uses a punched paper-tape input of data. 

NCR says its complete four-step program can be in- 
stalled for less than $30,000. 

For medium and large banks, NCR’s program again 
uses the Post-Tronic machines, plus a high-speed docu- 
ment sorter and other peripheral equipment based on 
MICR. Under this type of arrangement, check bookkeep- 
ing which used to be done by 15 or 20 persons can be 
handled by five or six. The sorter can handle 7,500 items 
an hour where only 500 items could be hand-sorted in 
the same time. 

NCR says its concept allows banks to retain their pres- 
ent conventional forms and records. 


For Large Banks 


For the largest banks, NCR has an electronic com- 
puter and various magnetic ink sensing equipment. This 
operation is strictly for the big boys, though, and it 
takes a bank with $100 million or more in deposits to use 
all the electronic horsepower available. Among the auxil- 
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iary units of this system are magnetic tape “files”, each 
of which can store complete monthly records for approxi- 
mately 25,000 separate accounts. All 25,000 of these ac- 
counts can be read by the computer in less than three 
minutes. Tape units not used for storage of account infor- 
mation are used for preparing statements and daily, 
weekly and monthly management reports. 

Burroughs Corporation has equipment which roughly 
corresponds in operation and performance to that of NCR, 
and also has a step-by-step method of gradual automation. 

Burroughs begins with a “Pre-Audit Posting Plan” for 
smaller banks. This system utilizes conventional account- 
ing machines, but eliminates one posting run and one 
extra handling of all items. __ 

The second phase of Burroughs’ program is an electron- 
ic bookkeeping machine. This may be coupled with the 
A4001 Auto-Reader, a unit which automatizes trial bal- 
ances and simplifies balance transfer operations. Bur- 
roughs says that banks with as few as 2,000 accounts have 
justified the acquisition of electronic bookkeeping equip- 
ment. 


Volume Necessary 


Volume is necessary, though, for the installation of a 
system like the Burroughs Visible Record Computer 
(VRC) system. The VRC consists of a high-speed docu- 
ment sorter, a solid-state computer with magnetic core 
memory, a ledger processor and a control console. It han- 
dles all the work in a bank’s accounting and statistical 
analysis department, including check handling, proving, 
bookkeeping, and preparation of customers’ statements, 
bank records and managment reports. Outright purchase 
price of the system is $217,400, or it may be leased for 
just shy of $4,000 a month. For something of this ability, 
a bank should have at least 10,000 to 12,000 accounts, in- 
cluding special and commercial checking, savings, instal- 
ment and mortgage loans. 

The NCR and Burroughs’ lines are probably the most 
widely knownamong the smaller banks. There are numer- 
ous other firms manufacturing computers, however, and 
there now appears to be a real competitive battle shaping 
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up in this country between these manufacturers as more 
and more firms are going into automation. 


Many Manufacturers 


International Business Machines Corporation (IBM) 
is almost a by-word in many segments of industry. Rem- 
ington Rand’s UNIVAC has provided gag writers copy 
for years. General Electric, Radio Corporation of Ameri- 
ca, Minneapolis-Honeywell Regulator Company, Bendix 
Corporation, Royal McBee Corporation, Litton Industries, 
Packard-Bell Electronics Corporation, Control Data Corp- 
oration, North American Aviation Incorporated, Philco, 
Cummins-Chicago Corporation and a host of other U.S. 
manufacturers are active in the computer market, which is 
now being invaded by the French La Compagnie des Ma- 
chines Bull and the English Electric & Musical Industries, 
Incorporated. 


Limitations and Abilities 


It should be pointed out that all these electronic and 
electro-mechanical devices have some limitations, as well 
as exceptional abilities. 

The electro-mechanical devices incorporates an auto- 
matic ledger feed with the automatic reading of the trans- 
action information from paper tape which is prepared 
from sorter-readers. The electronic variety of automatic 
bookkeeping machines uses electronic data processing 
systems utilizing electronic computers. 

The electro-mechanical devices are not greatly faster 
than an efficient operator can achieve on a conventional 
machine—about a third more volume is the usual advan- 
tage in speed. 

The chief advantage of the electro-mechanical machines 
is derived if one operator can handle several machines. 
Problems occasionally arise, though, if there is an over- 
draft or a lack of agreement between the account number 
digits on the paper tape and those on the ledger sheet. 
Normally, the machine would “lock up”, but with only 
one operator, “lock up” is not practical. Both Burroughs 
and NCR take this into consideration by having a second 
hopper on the machine to segregate the exceptional or 
reject sheets from those which can be posted properly. 
The operator then comes around, perhaps at the end of 
a control batch, determines the reason the machine re- 
jected them, and then manually posts them. Here, of 
course, is opportunity for human error. 


Not Overpowered 


The electronic bookkeeping systems are far more fool- 
proof, and, of course, cost more than conventional sys- 
tems. Some bankers regard using electronic bookkeeping 
devices to do simple arithmetic a little like using a sledge- 
hammer to kill fleas, but it must be remembered that even 
simple posting routines often involve as many as 100 ad- 
dress instructions on a normal transaction. The electronic 
systems can be programmed to handle as many as 750 in- 
structions, so you are not greatly overpowered, even in a 
bank of modest size. 

Check handling equipment is a requisite for maintain- 
ing batch dollar control and providing input to electronic 
data processing (EDP) systems. 

We've already skimmed over the operation involved 
in this in regard to our customer who subscribes to THE 
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PIGEON BREEDER’S GAZETTE. There are alternative 
methods of putting the dollar amount on the checks in the 
initial proof operation. One way is to use a distribution- 
type proof machine which does the magnetic ink encod- 
ing; the other is to utilize a unit encoder where high- 
speed sorters are used for subsequent segregation of items. 
Each method has its advantages and disadvantages. One 
of the main advantages of the unit encoder is that it 
costs less to rent per month than a proof encoder. 

Regardless of the encoding method used, a batch con- 
trol slip must have the dollar amount total and the identi- 
fying number of the batch on it before sorting. 

In a pre-sort system, the batch control number is placed 
on individual items in magnetic ink so that after items 
have been sequenced into account number order it will 
still be possible to balance the individual batch control 
dollar amounts when the items are posted in the computer, 
even though the original batch sequence has been de- 
stroyed. Thus, appropriate reconciliation action can be 
taken in any batch which doesn’t prove when the items 
are posted. 


Breakdowns 


Sorters are required for fine sequencing checks into ac- 
count number order. They vary in price from $55,000 to 
about $71,000, although recent competition has brought 
some of these prices down. Rental price is from $1,500 to 
$2,000 a month. 

The sorter-converter utilizes a sorter-reader together 
with another electronic unit for proving batches, estab- 


(Cont'd on P. 28) 





Automation isn’t strictly an American banking innovation, 
as is demonstrated by the Hongkong and Shanghai Bank- 
ing Corporation which recently installed 16 Post-Tronic 
machines to keep track of its 20,000 accounts. The bank, 
largest in the British Crown Colony of Hong Kong, started 
in 1865. Then it kept track of its accounts with quill pens 
and parchment ledgers. The girls are an innovation, also; 
formerly only men worked in the bank. 
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non-bankers are told how 
unfair tax laws permit some 
financial institutions to 


a speech by 
LLOYD C. RIGGS 


ESCAPE FROM MORAL DUTY 


Au of you pay federal income taxes 
on your personal incomes. And I be- 
lieve practically all of you are as- 
sociated with business firms which 
pay federal income taxes. 

I do not need to tell you that 
these tax rates, both corporate and 





EDITOR’S NOTE: This speech was 
given by Mr. Riggs, editor of BANK 
NEWS of Kansas City, Missouri, be- 
fore the Exchange Club of Kansas 
City. This is a group of about 75 
members representing a cross-section 
of Kansas City businessmen who, for 
the most part, are executives of their 
firms. Only two bankers were in the 
audience. 





« 
personal, are quite high. 

But we all know that taxes are 
necessary to pay for defense against 
the communists as well as for all of 
the other government services. 

Therefore, while most of us prob- 
ably do not enjoy paying income 
taxes, we know that it is our moral 
duty, as well as our legal responsi- 
bility, to pay them. 

We do not object to paying our 
fair share, provided other businesses 
and other individuals do likewise. 

But there is a growing segment of 
the business community which is 
escaping paying its fair share. In 
fact, many of these businesses pay 
no income taxes at all. 

You probably have already guessed 
the segment to which I am referring. 
This group includes co-operatives 
and mutuals in almost every line of 
business—manufacturing, marketing, 
utilities, finance, etc., etc. 

With their tax-free, or nearly tax- 
free advantages, these mutuals and 
co-ops are growing faster than the 
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tax-paying corporate businesses. 

If the present trend continues, the 
tax-paying corporate businesses, 
faced with a declining percentage of 
the total volume, will have to pay 
even higher tax rates. 

This will give an even greater 
competitive advantage to the mutuals 
and co-ops who do not pay taxes, and 
as they continue to gain more of the 
nation’s business, the individuals and 
the corporations will need to pay 
higher and higher taxes to make up 
for the fact that this growing Frank- 
enstein does not pay its own way. 

This vicious cycle could continue, 
until you can see that if carried to 
the ultimate conclusion, the corpor- 
ations themselves would pay no 
taxes, because they would have no 
income. The mutuals and co-ops 
would have all the business. Then 
there would be only individuals re- 
maining to be taxed. 

Are we going to continue on such 
a path, or will the people wake up, 
and cause the Congress to wake up, 











Lloyd C. Riggs has been with BANK 
NEWS since he finished college in 
1936 and has 
been editor since 
1945. The maga- 
zine is a regional 
banking journal 
serving the eight- 
state area of Mis- 
souri, Kansas, 
Oklahoma, Tex- 
as, Nebraska, 
Colorado, Wyom- 
ing and New Mexico. He has written 
numerous articles designed to bring 
information of a helpful nature to 
banks in their competition with non- 
bank financial institutions. 








to the fact that what were once in- 
significant little mutuals and co-ops 
have grown up to be big businesses. 

I am not qualified to discuss the 


overall problem of mutuals and co. : 


ops, but through my close association 
with the banking business I am quite 
familiar with the situation that exists 
in the world of finance. I am reason- 
ably sure, however, that somewhat 
similar situations exist in other fields. 
And I think it would be helpful if 
businessmen in various fields knew 
more about each other’s tax prob- 
lems. Acting on that assumption, I 
would like to tell you something 
about the tax setup in the financial 
field. 

I'll be very frank with you. This 
talk is something of an experiment. 
Those of us connected with banking 
cuss and discuss this situation among 
ourselves, but we wonder how much 
business men who are not bankers 
know about it. At the conclusion of 
this talk, we will distribute some very 
brief questionnaires which you can 
answer in only a few seconds. Since 
members of this club represent a 
cross section of business, I think it 
is reasonable to assume that your 
answers would be representative of 
answers which would, be received 
if a much larger number of business 
men were answering. 

Now, to get on with the subject. 
Let us take a look at four different 
types of financial institutions—what 
they do and the taxes they pay. These 
are the commercial banks, the mutual 
savings banks, savings and loan as- 
sociations and credit unions. 

In this part of the country, we 
usually refer to commercial banks 
simply as “banks”, because we do not 
need to make a distinction between 
commercial banks and mutual sav- 
ings banks. There are no mutual 
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savings banks in this section; most 
of them are back East. 

The commercial banks are still by 
far the largest group, although their 
percentage of the nation’s total finan- 
cial business has been declining. 
Total assets of these 13,000 banks 
across the nation are approximately 
$245 billion. 

These commercial banks are the 
“complete department stores of fi- 
nance”. They offer both checking and 
savings accounts, and all kinds of 
loans—commercial, industrial, agri- 
cultural, real estate, consumer credit, 
small personal loans, etc. Among 
other services, they sell travelers 
checks, issue letters of credit, and 
rent safe deposit boxes for the safe- 
keeping of valuable papers. Most of 
the larger banks also have trust de- 
partments effering numerous ser- 
vices. 

The commercial banks, like indus- 
trial corporations, are capital stock 
institutions. They are owned by their 
stockholders. They operate under 
charters granted by either the federal 
or state government. 

Deposits in practically all commer- 
cial banks are insured by the Federal 
Deposit Insurance Corporation, and 
the workings of this insurance can be 
stated very briefly. If the bank can- 
not pay cash to a checking account 
depositor upon demand, or to a sav- 
ings account depositor within the 
time limit specified in the savings 
pass book, it is declared in default, 
the FDIC takes over, and pays off 
depositors almost instantly—within a 
few weeks, in the instances of those 
few insured banks which have failed 
since the FDIC was started more 
than 26 years ago. 

Next, the mutual savings banks. 
As mentioned a moment ago, we 
don’t have any of these in this section 
of the country. There are about 500 
of them, mostly in New England, 
New York and New Jersey. Their 
total assets are about $31 billion— 
compared with the $245 billion in 
commercial banks. 

They are state chartered, and 
they are eligible for FDIC member- 
ship. But after that, their similarity 
with commercial banks ends. They 
offer savings deposits only, and prac- 
tically all of their loans are real 
estate mortgages. They have other 
assets in the form of government and 
municipal bonds. They do not have 
stockholders. They are mutual insti- 
tutions. Most of them are quite old, 
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and their original purpose was to 
serve the saver of modest means. 

Now, the savings and loan associa- 
tions. There are about 4,500 of these 
in all parts of the country, and they 
have been growing rapidly. Their as- 
sets are now about $60 billion, com- 
pared with only $814 billion at the 
end of World War II. These are mu- 
tual institutions. They do not accept 
deposits. Their savers and sharehold- 
ers are one and the same. In other 
words, if you save in them, you ac- 
tually become a shareholder in a 
mortgage lending institution, since 
practically all of the funds are in- 
vested in real estate mortgages. 

In some ways, they are quite simi- 
lar to the mutual savings banks. But 
there is one very important differ- 
ence. They are NOT insured by the 
FDIC. Theirs is with the Federal 
Savings and Loan Insurance Corpor- 
ation, a much smaller institution. If 
a savings and loan aasociation is de- 
clared by supervisory authorities to 





(ee word “interest,” as used in this 


message, refers to the personal 
interest on the part of all our 
people in the quality of the mer- 
chandise we deliver to our cus- 
tomers. With us, it is so pronounced 
that we cannot help but single it 
out for special recognition. It man- 
ifests itself in many ways which 
combine to add value to our 
product and enhance our buyer- 
supplier relationship. 


It is astonishing, and of course 
gtatifying, how often our plant 
people come up with ideas that 
strengthen the presentations of our 
sales staff. From a departmental 
standpoint, this might be consid- 
ered intrusion in some organiza- 
tions, but we prefer to call it 
“overlap of interest’ and we value 
it highly because over the years it 
has contributed so much to our 
sales program. What motivates it, 
no doubt, is our practice of letting 
everyone in on the act whenever 
we have something pending that 
needs to be thought out. 





INTEREST 





be in default, the FSLIC pays off in 
the same manner as the FDIC for a 
bank, but there is one tremendous 
difference in the meaning of the word 
“default” as applied to a bank, and 
as applied to a savings and loan as- 
sociation. 

A savings and loan association is 
not necessarily in default if it can- 
not pay cash to a shareholder when 
he wants it. In other words, if it has 
sufficient non-liquid assets, such as 
real estate loans, but no cash, it isn’t 
in default. And a shareholder who 
wants to redeem his shares for cash 
might have to wait a long, long time. 

Remember that the next time 
you hear a savings and loan associa- 
tion talking about its “insurance by 
an agency of the federal government” 
or listen to commercials about “ready 
availability.” Remember this: a bank 
offers insured availability; a savings 
and loan association does not. 

The fourth and last category of 
financial institution I want to discuss 





























How important is this?-Well, in 
the light of recent increased printer 
responsibility, it would seem to be 
a most important part of supplier 
obligation. We no longer are 
delivering pieces of paper printed 
to suit merely the aesthetic 
demands of the buyer, but rather 
source documents that must in 
addition satisfy the delicately 
balanced mechanism of high-speed 
equipment. As a consequence, the 
significance of customer satisfaction 
takes on new meaning for those 
who sell, design, produce or ship 
each order that leaves our plants. 


In these days, when so many things 
are new, the job of each person 
has learning content no matter 
how experienced he may be. To 
gtasp the significance of these new 
things, it is necessary literally to 
“wring each subject dry” in discus- 
sion with a large number of people. 
It is difficult to measure the value 
of such discussion, but in our case 
we think it represents the plus 
you get from us. 








Manufacturing Plants at: 


CLIFTON, PAOLI, CLEVELAND, DETROIT, INDIANAPOLIS, 
CHICAGO, KANSAS CITY. ST. PAUL. DALLAS. CHATSWORTH 
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is the credit union. In terms of total 
dollar assets, they are still the small- 
est, with about $5 billion, but they 
have been growing like crabgrass in 
July, and since 1951 their rate of 
growth has been greater than the 
others. There are now nearly 20,000 
credit unions in the nation, and they 
have more than 11 million members. 

Briefly defined, credit unions are 
cooperative societies organized to 
pool the savings of members and to 
lend to members in need of credit. 
They are chartered by either federal 
or state government, and laws re- 
quire that members of credit unions 
must have a “common interest or 
bond.” Most of them are organized 
along occupational lines, by em- 
ployees of manufacturing plants, 
utilities, stores, government agencies, 
and even law offices. 

Usually, they are subsidized by 
employers in the form of free office 
space, free company time, free cleri- 
cal help and payroll deductions. 

Those who save in credit unions 
are shareholders, and the owners of 
risk capital. The shares are not in- 
sured. If a credit union is operated 
profitably, the shareholders receive 
dividends. If not, they may lose 
some money. 

So much for these four different 
classes of financial institutions and 
what they do. Now, let’s take a look 
at their tax picture. 

The commercial banker can look 
you straight in the eye and tell you 
that his bank is paying its fair share 
to Uncle Sam. Commercial banks are 
taxed at the normal corporate tax 
rates—30% on the first $25,000 of 
earnings, and 52% on the remainder. 
In recent years, the commercial 
banks have been paying approxi- 
mately one billion dollars a year 
{that’s billion with a “b”) to the 
federal Treasury. 

What about these mutual and 
co-op outfits with combined assets 
of nearly $100 billion? 

Well, the credit unions are com- 
pletely exempt. 

The mutual savings banks and the 
savings and loan associations also 
were completely exempt until 1951, 
when Congress passed a law recog- 
nizing the principle that they should 
be taxed, but this law has such a big 
loophole in it as to be almost totally 
ineffective. 

This law says the mutual savings 
banks and the savings and loan as- 
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Mr. Riggs said. 


practically no federal income tax. 





All but one of the non-bankers who heard Mr. Riggs’s speech said 
they favored legislation requiring mutual and co-op financial institu- 
tions to pay more realistic income taxes. 

The audience was queried on the matter in the form of a question- 
naire that was distributed following the address. 

Three other questions were asked, but Mr. Riggs said the response 
to the question on legislation “was the most eye-opening.” 

“1 believe this showed that the overwhelming majority of American 
businessmen would be happy to give their support to banking on the 
Mason Bill if banking would only get its message across to them,” 


Mr. Riggs also asked audience members whether they had thought 
before hearing the speech that savings in a savings and loan association 
were “just as good” as savings in a bank. 

About 78 per cent answered “no” to this question. Then he asked 
those who said “yes” if they still felt that way after hearing the talk. 
All but one of this group changed their answers to “no.” The lone 
dissenter qualified his answer by saying that it “would depend on the 
rate of return vs. the investment risk in the particular case.” 

Mr. Riggs also asked the audience members, whether, before the talk, 
they knew that the mutual and co-op financial institutions were paying 


About 56% per cent said “yes,” they did know. 
The two bankers in the audience were not permitted to answer the 
questionnaire for purposes of the experiment. 








sociations are subject to tax after 
their reserves are equal to 12% of 
their deposits, in the case of mutual 
savings banks, or 12% of their share 
capital, in the case of savings and 
loan associations. 

The law has been in effect for nine 
years now, and there are still preci- 
ous few of these concerns that have 
reached that 12% reserve figure. As 
a matter of fact, the last time I 
looked at the statement figures, I 
did not find a single savings and 
loan association in Kansas City that 
is paying a single penny of federal 
income tax. 

For the nation as a whole, here are 
the tax figures for 1958, the latest 
year for which data on all four 
groups is available: 

The commercial banks paid federal 
income taxes of $1.2 billion. 

The savings and loan associations 
paid $5.6 million. 

The mutual savings banks paid 
$511 thousand. 

And the credit unions paid noth- 
ing. 

Now, let’s translate those figures 
into language which most of us can 
understand more easily. For each 
$1,000 of total assets— 


The commercial banks paid $5.21. 


The savings and loans paid 1014¢, 
one-fiftieth of what the commercial 


banks paid. 

The mutual savings banks paid 
even less—one penny and seven 
mills. 

And the credit unions paid noth- 
ing. 

Gentlemen, I ask you, is this a fair 
situation? END 





NEW QUARTERS for the trust 
department of the National Boul- 
evard Bank of Chicago are in 
the Wrigley Building. One of the 
features of the enlarged depart- 
ment is a computer system, be- 
lieved to be the first in the U. S. 
to be adapted for trust use. 
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New York Flood Begins 


State Banking Board Allows Nine Branches; 
Supreme Court Schedules September 6 Trial 


The first flood of branch banks has 
begun spilling into the New Yotk 
countryside through dikes opened by 
the Omnibus Banking Act of 1960. 

In the face of a suit contesting the 
legality of the Act, the New York 
State Banking Board has approved 
the opening of eight new branch 
banks and one savings and loan as- 
sociation branch. 

This is the first approval for 
branching that has been given by 
the board under the Omnibus Act, 
which took effect July 1. Some 22 or 
more requests are expected to be 
processed at the board’s next meeting 
September 16. 

A suit charging that the Omnibus 
Banking Act is unconstitutional is set 
for trial September 6 before the New 
York State Supreme Court. Brought 
by Franklin National Bank of Long 
Island at Mineola, the suit asks the 
court for a declaratory action on the 
constitutionality of the law. 

Although the suit names State 
Superintendent of Banking G. Russell 
Clark, it is actually against the State 
Banking Department, which is ad- 
ministering the new law that allows 
city banks to establish branches in 
the suburbs. 

Arthur T. Roth, board chairman 
and chief executive officer at Franklin 
National, said he is confident that 
the law will be ruled invalid on the 
grounds outlined in the suit. 

The city banks, however, are equal- 
ly as confident. 


Controversy 


In fact, Dime Savings Bank, Brook- 
lyn, made plans to open a branch 
bank in Valley Stream on the start- 
ing date of the trial. 

Dime Savings got a head start on 
the others through action that stirred 
up a flurry of protests. The bank was 
well underway with construction of 
the branch office in July, although the 
board was not scheduled to process 
applications until its meeting August 
10. 

The Nassau-Suffolk Financial Coun- 
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cil on Long Island asked the State 
Banking Board if Dime Savings had 
prior assurance that its application 
for a Valley Stream branch would be 
approved at the August 10 meeting. 

Denials were made by all individ- 
uals concerned, and Dime Savings 
Chairman Charles C. Johnson out- 
lined reasons why it was prudent for 
the bank to construct the branch be- 
fore approval was received. 

Dime is the third largest savings 
bank in the United States, with de- 
posits of $1,013,815,485 and assets of 
$1,152,458,277. 

After the approval for the branch 
was given at the August board meet- 
ing, Mr. Clark said the bank had ex- 
plained that the Valley Stream 
branch building was actually rented 
by the bank. Only a portion of the 
structure had been leased for bank 
purposes, and the remainder of the 
building housed a department store. 

The bank further explained, Mr. 
Clark said, that tellers’ counters in- 
stalled in the office were placed there 
by the builder, and not the bank, 
and that the bank had only moved in 
a few temporary desks and chairs. 


Six Denials 


At the marathon August meeting 
of the board, applications from seven 
New York state banks were approved 
along with the savings and loan as- 
sociation request. 

Six applications were denied at the 
meeting, including five from Chemi- 
cal Bank New York Trust Company 
and one from Chase Manhattan Bank. 

Approval for two branches was 
granted Chemical Bank and Chase 
Manhattan was given the go-ahead 
for one branch. 

Of the nine permits issued, six 
were for New York City banks to 
open branches in Nassau county and 
the other three were elsewhere, in- 
cluding one in Westchester county. 

The September 6 trial culminates 
Franklin National’s fight to keep its 
finger in the dike. 

The suit was filed July 5—just four 


days after the Omnibus Bill, which 
brought to an end the five-year freeze 
on holding company expansion and 
opened the way for suburban branch- 
ing, became law. 

It also followed a bitter fight car- 
ried on by independent bankers 
against the Omnibus Bill during the 
last session of the Legislature. Going 
on record against the bill were The 
Independent Bankers Association, the 
New York State Bankers Association 
and the Nassau County Clearing 
House Association. 


Allegations 


Franklin National’s complaint con- 
sists of 105 allegations, stating 64 
separate grounds for constitutional 
and legal attacks on the bill. It 
charges the bill is “null and void and 
of no effect.” 

These grounds, as cited in the 
complaint, pursue five main lines: 

1. Conflict of interest and resultant 
disqualification of Governor Nelson 
A. Rockefeller to sign a last-minute 
message of necessity, or to approve 
the legislation. 

This was, The Franklin National 
says, because of his personal interest 
in the banks benefited by the legisla- 
tid: (Governor Rockefeller had an- 
nounced he had divested himself of 
all his bank holdings before passage 
of the bill) ; the personal interests of 
his brothers in such banks; and, be- 
cause one of his brothers (David) is 
vice chairman of the Chase Manhat- 
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tan Bank, which is directly benefited 
by the legislation. 

2. Failure of the Senate actually to 
pass the bill because of numerous 
violations of legislative procedure un- 
der provisions of the state constitu- 
tion and the rules of the state senate. 

3. The bill unconstitutionally de- 
prives the Franklin National Bank of 
liberty, property and equal protec- 
tion of the law in that it grants privi- 
leges to New York City banks with 
respect to branching, merging, pur- 
chase of assets and other matters, 
while depriving the Franklin National 
of the same privilege, the complaint 
says. 

4. The bill violates the U. S. Con- 
stitution in that its holding company 
provision intrudes on a field pre- 
empted for Federal action, according 
to Franklin National. 

5. The bill violates the U. S. Con- 
stitution by impairing, in five sep- 
arate respects, the contract between 
the Franklin National and the U.S. 
Government, originally resulting from 
the granting of a charter to the bank. 
The bank adds: Franklin National 
guarantees of equality of treatment 
with other banks similarly situated 
and the right to compete on equal 
terms with other banks are destroyed 
by the bill. 

Attorney for the Franklin National 
is Howard H. Spellman of New York 
City. 

The State Banking Department ap- 
pointed Judge Raphael P. Koenig as 
special assistant state attorney gener- 
al to defend Mr. Clark and the law. 

Injunction Sought 

Franklin National hoped for an 
immediate delay in the expansion of 
New York City banks into Nassau 
and Westchester county by seeking 
an injunction that would prevent Mr. 
Clark from acting upon branch ap- 
plications. 

The bank had requested the in- 
junction until the validity of the act 
could be determined. 

In his request for an injunction, 
Mr. Spellman said Franklin faced 
real and immediate danger if an in- 
junction were not granted even though 
the law ultimately would be proven 
unconstitutional. 

New York Supreme Court Judge 
Birdie Amsterdam denied the injunc- 
tion. This paved the way for the New 
York State Banking Board to act 
upon some of the applications it re- 
ceived for branch banks. END 
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RAND M°NALLY’S 
CHRISTMAS CLUB 
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The really wide variety of promotional aids, many in 

beautiful color. The finest in checks, coupon books, ad mats, shopping 
lists, record-keeping cards and ledgers. Above all, 

the best competitive price, possible only because of 

the large capacity and high efficiency of 
Rand M®Nally’s printing facilities! 


Write today to Rand M‘Nally & Co., t 
Christmas Club Division, 405 Park Ave., Qi 
New York 22 or Box 7600, Chicago 80. 
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Profile: IBA Officer 


Robby Castille... 





Robert J. Castille, president of the Guaranty Bank and 
Trust Company Lafayette, Louisiana, was elected 
second vice presideriof The Independent Bankers As- 
sociation at the IBA’s 26th annual convention in Denver 
May 22-26. 

Under the IBA’s method of officer succession, he will 
become president in 1962-63. 

Robby Castille, to put it mildly, is a dynamic person- 
ality. No matter what he does, he follows the homely and 
pithy advice of General Nathan Bedford Forrest: “Git 
there fustest with the mostest.” 

In 1950, he became president of the Guaranty Bank 
and Trust Company, and that bank’s total resources have 
nearly doubled under his leadership. 

Such success, however, doesn’t reflect a single-minded 
devotion to business—whatever Robby Castille does, he 
does in a big way. 

On August 16, 1932, he took as his bride, Miss Gene- 
vieve Castille, daughter of Mr. and Mrs. Aymar Castille 
of Breaux Bridge, Louisiana. They have ten children. 

The demanding job of being a bank president and the 
strenuously happy task of rearing ten children would 
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R. J. Castille 


Louisiana Dynamo 


make most men quiver at the thought of new responsi- 
bilities, but Robby Castille dotes on them, and enjoys 
himself enormously. 

His hobbies are fishing, football and baseball. The 
1959 “Guaranty Bankers,” a boys’ American Legion 
baseball team, was a local champion. 

Robby Castille doesn’t stint his community, or his 
profession. He’s active in Boy Scout work, and has been 
a scoutmaster for the Sunset Troop for 12 years. He’s a 
former president of the Lafayette Chamber of Commerce 
and of the Louisiana Young Men’s Business Club Associa- 
tion. 

He was chairman of the agricultural committee of the 
Louisiana Bankers Association for three years, and, 
of course, has been active in the IBA, being elected a 
director in November of 1955. 

He’s been chairman of the Lafayette Parish Planning 
and Development Board, and is now chairman of the 
Louisiana Sweet Potato Advertising and Development 
Commission. He’s a past president of the Louisiana 
Chapter for Crippled Children and Adults, Inc. He was 
King of the City Carnival in 1955, and has been active 
as a member of the board of directors of the Southwest 
Louisiana Mardi Gras Association. In 1958 and 1959 he 
was campaign chairman for the United Givers Fund. 

Presently, he’s a member of the board of directors of 
the Town House and United Givers Fund, a member of 
the executive committees of the Lafayette Municipal 
Auditorium and the Industrial Development Committee 
of Lafayette, president of the Knife and Fork Club, 
finance chairman’ of the Bayou Girl Scout Council; chair- 
man of the legislative committee of the Louisiana Bankers 
Association, and a member of the advisory committee of 
the Southwest Louisiana Register. 

What’s behind Robby Castille’s almost compulsive 
activity ? 

The story printed in the May, 1950 issue of THE 
READER’S DIGEST best tells about what makes Robby 
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BY RALPH WALLACE 


Golden Rule Banker 


Bankers, tradition has it, are flint- 
eyed and agate-hearted. Yet deep in 
the Cajun country of southwestern 
Louisiana—a drowsy district of 
French-speaking farmers where horse- 
and-buggy rigs still clop-clop down 
the roads—lives a banker who is a 
most remarkable humanitarian. He 
is Robert J. Castille, chief executive 
officer of “the biggest small bank in 
the world,” the Bank of Sunset & 
Trust Company. 

There’s almost no type of loan 
Castille won’t make—from providing 
low-interest funds for honey-mooners 
to helping Negro sharecroppers be- 
come landowners. Far from demand- 
ing co-signers on notes, Castille won’t 
accept them. Nor will he take chattel 
mortgages, which he believes humil- 
iating and unnecessary. In fact, ex- 
cept for large commercial transac- 
tions, all loan applicants are cheer- 
fully lent money on their signatures 
alone. 

This extraordinary application of 
the Golden rule extends even to teen- 
agers. Any needy high school student 
in Castille’s immediate territory can 
finance a college education with a 
bank loan, provided he has a good 
scholastic background and a firm 
idea of what he wants out of college. 
More than 250 college degrees have 
been attained by students on Sunset 
Bank money, totaling $500,000, with- 
out any co-signers or collateral of 
any kind. Many of these students 
have been penniless Negroes. 

The heart-warming result of this 
type of banking is that in the past 
ten years the bank hasn’t lost a cent 
on a single loan. Deposits have 
swollen to $4,300,000, several times 
the amount the American Bankers 
Association considers necessary to 
maintain an efficient bank in a town 
the size of Sunset—population 750. 
Earnings, proportionately, are said to 
stack up higher than in any other 
bank in the state. 


Castille, called Robby by customers 
and bank employes, looks like any 
other youngish business executive. 
He’s 45, somewhat stocky, wears 
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rimless glasses, has blond-red hair. 
What distinguishes him is a blazing 
desire to help people get ahead. His 
loans are a matter of intuition, pro- 
found knowledge of every prospective 
customer in his territory, plus down- 
to-earth psychology. 

“Your credit is worth more to 
you than anything else in the world,” 
he tells new borrowers. “The bank 
can afford to lose this $500 we’re 
going to lend you. But you can’t af- 
ford to default—for the sake of your 
commercial standing and your con- 
science. We're helping you; please 
help us.” 

Sometimes Robby seems to bet on 
miracles. Frank James, a Negro day 
laborer, drifted into the bank in 
1945, desperately wanting a house 
for his wife and two children. He 
could offer no security for a loan 
except strong hands and a willing 
heart; not even a permanent job. 

Robby looked at James a long 
time. “If you can buy a lot,” he said 
finally, “we'll build the house.” 

With his own $100—still only half- 
daring to believe the offer was true— 
James bought the lot. Thereupon the 
bank lent him $1,890. In the time 
he could spare from his jobs, James 
put up a neat two-bedroom cottage. 
Later he wanted to borrow $450 for 
a modern bathroom. Again the loan 
was granted. Last fall, after four 
years of whittling away at the two 
loans, James paid off in full. 

“I knew that James would rather 
starve than default,” says Robby. 
James says proudly, “Give a Negro 
this kind of break in the South, and 
hell work his hands off.” 


Robby’s own thorny life helps ex- 
plain his concern for the underdog. 
When Robby was 13 his father died, 
leaving a $2,000 mortgage on the 
50-acre family farm near Sunset. 
Robby swore he would pay off the 
mortgage. Neighboring farmers 


smiled unbelievingly. Yet in just two 
years—quitting school at 14 to keep 
up with the dawn-to-dusk chores—he 
had made good his word. 

The fall that Robby was 16 a bank 
official, impressed by the boy’s thrift, 
asked if he would like a job in the 
Sunset Bank. To Robby the offer 
opened up a whole new world, even if 
the salary was only $10 a month. 

Within six years he had become 
assistant cashier. Then the depression 
clamped down. To prevent withdraw- 
als, Robby spent hours each day talk- 
ing with frightened depositors. “You 
have $1,500 in the bank,” he would 
say. “Your neighbor, Smith, owes us 
$1,500. Here is his note, which he 
will let us turn over to you instead 
of cash. It is worth more because it 
bears interest, but you must promise 
not to foreclose without consulting 
us.” In that way more than $100,000 
worth of bank paper was farmed out 
and the bank was saved. 


In 1940 an old friend of Robby’s 
came in to see him. The man spent 
half an hour in nervous conversation 
before disclosing that he needed a 
loan. He got it, but Robby was 
troubled by the incident. “People— 
our own people—held us in awe,” 


’ he told me recently. “I decided that 


attitude was entirely our own fault.” 

Robby, by this time cashier, pro- 
posed to the board of directors that 
loans be made on character rather 
than collateral; that no co-signers be 
required. “The co-signer requirement 
keeps many prospective borrowers 
out of the bank,” he insisted. 

The idea was financial heresy, but 
the board agreed to try the new 
policy for a year, with a top limit of 
$300 per loan. New business brought 
into the bank proved so profitable 
that at the end of the year the di- 
rectors voted to lift the $300 limita- 
tion. 


Now Robby began driving hun- 





Reprinted from The Reader’s Digest, May, 1950 
Condensed from Banking, copyright 1950 by the 
American Bankers Association 
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dreds of miles each week to visit 
farmers and solicit business. He had 
only one pertinent test of individual 
thrift—whether the farmer had a 
cow, chickens and home-canned vege- 
tables. If the family met these tests, 
he would suggest modernization: elec- 
tricity, plumbing, perhaps a washing 
machine. Then he would go over the 
farmer’s books, suggest how loans 
for such “luxuries” could be repaid. 

“Ten years ago we lived in a 
tumble-down shack without plumbing, 
and only oil lamps to read by,” one 
farm housewife told me while proud- 
ly exhibiting her spick-and-span mod- 
ernized house. “Until something like 
this happens to you, you don’t know 
what real living means.” 

Robby also began speaking to the 
graduating classes of nearby high 
schools. Having little schooling him- 
self, he stressed the advantages of 
higher education. He also emphasized 
the fact that the bank was prepared 
to advance funds for college to able 
students, and would not require or 
accept parents’ signatures on notes. 
Moreover, the bank didn’t want 
money earned during the summer to 
repay the principal. “Kids need extra 
spending money,” he says. 

One of the earliest applicants for 
a college loan was Edward Ray, a 
Negro orphan. His grades were far 
above average, and on bank money 
he obtained his bachelor’s degree, 
then his master’s, at Xavier Univer- 
sity in New Orleans. His college loan 
long since repaid, Ray, now principal 
of Sunset Colored High School, is 


helping other youngsters to attain . 


their goals. Similar achievement in 
various lines of business, in dentistry 
and such specialties as petroleum en- 
gineering, by other bank-financed 
students makes Robby feel that this 
help to penniless young people ranks 
as the most worthwhile work the 


bank has done. 


Meanwhile, to Sunset farmers, the 
bank’s concern in boosting agricul- 
tural production has been all-im- 
portant. Robby helped persuade farm 
families to establish Louisiana golden 
yams as their predominant crop. No 
other crop could have proved so 
spectacularly successful—an average 
gross today which is three times that 
of onetime King Cotton. As a result 
of bank loans, followed by yam prof- 
its, scores of farmers who were for- 
merly heirs to the South’s tragic, 
poverty-breeding system of tenant 
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GALLOP-IN WINDOW ? 


At the recent opening of the drive-in window of the new Farm- 
ers & Merchants Bank, Rudolph, Wisconsin, (population, 270), 
it was found that dobbin was just as much at home as the latest 
foreign car. The Farmers & Merchants Bank celebrated its 


grand opening in August. 





farming have become proud land- 
owners. 

When I visited Robby recently, I 
found the Sunset Bank in a new 
yellow-brick, air-conditioned building 
—one of the handsomest banks in 
the South. But it still has homely 
touches: a blackboard where farmers 
can list items for sale or trade; free 
lollipops for children of customers; 
fresh flowers; and the bank is al- 
ways open after hours to any cus- 
tomer who knocks at the door. 


The Sunset Bank pays one per cent 
interest on time deposits, to encour- 
age thrift. Loans without interest are 
offered to youthful Future Farmers 
who want to buy livestock. Loans for 
contour farming are available at two 
per cent. And almost every day one 
of the bank officers tours the country- 
side talking farming methods—and 
backing up such talk with the offer 
of prompt cash. 

Robby sees no reason why his 
policies could not be adopted by all 
country banks. “I firmly believe that 
98 per cent of the people are in- 
herently honest,” he says. “Certainly 
most rural banks could utilize that 
honesty to help both themselves and 
prospective borrowers.” END 








New York City 
Scene of ‘60 
ABA Convo 


Bankers from throughout the country 
will gather in New York City Septem- 
ber 18 to 21 for the 86th annual con- 
vention of the American Bankers As- 
sociation. 

Featured will be a score of bank- 
ing, business and government leaders 
who will address the convention. 

General sessions will be in the 
grand ballroom of The Waldorf-As- 
toria Hotel. Other meetings will be 
at the Waldorf and in the Belmont 
Plaza, Commodore and _ Roosevelt 
Hotels. 

Annual meetings of the National 
Bank, Savings and Mortgage, State 
Bank and Trust Divisions will be 
conducted along with the annual 
breakfast of the Agricultural Com- 


mission. 
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President Names 27 Bankers 
To Four IBA Committees 


Appointment of 21 bankers to four 
committees of the Independent 
Bankers Association has been an- 
nounced by O. D. Hansen, IBA pres- 
ident and president of the Bank of 
Union County, Elk Point, South 
Dakota. 

Committee personnel will serve 
until after the Association’s con- 
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vention April 20-22, 1961, in Wash- 
ington, D. C. 

Among the appointees are five for- 
mer presidents of the Association— 
O. K. Johnson of Whitefish Bay, 
Wisconsin, immediate past presi- 
dent; B. H. Ryan of East Moline, 
Illinois; R. E. Gormley of Atlanta, 
Georgia; R. L. Mullins of Wolfe 
City, Texas; and W. J. Bryan of 
Nashville, Tennessee. 

Committees and their members 
include the following: 

Fair Tax Committee (formerly 
Savings and Loan Committee)— 
Chairman, Ralph L. Zaun, executive 
vice president, Grafton State Bank, 
Grafton, Wisconsin; B. H. Ryan, 
chairman and president, State Bank 
of East Moline, East Moline, Illi- 
nois; R. E. Gormley, vice president, 
Georgia Savings Bank and Trust 
Company, Atlanta, Georgia; C. Her- 
bert Cornell, president and trust 
officer, Fidelity Bank and Trust 
Company, Minneapolis, Minnesota 
and Leo Van Dittie, president, the 
Garden National Bank, Garden City, 
Kansas. Committee Counsel is Paul 
D. Lagomarcino, Buffalo, New 
York. 

Legislative Committee — Chair- 
man, R. L. Mullins, president, The 
Wolfe City National Bank, Wolfe 
City, Texas; W. J. Bryan, vice presi- 
dent, Third National Bank, Nash- 
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ville, Tennessee; Reed H. Albig, 
president, The National Bank of Mc- 
Keesport, McKeesport, Pennsyl- 
vania; Les E. Evans, president, 
Maplewood Bank and Trust Com- 
pany, Maplewood, Missouri; Lee 
Stenehjem, executive vice president, 
First International Bank, Watford 
City, North Dakota and W. James 
Patton, president, Jefferson Trust 
and Savings Bank, Peoria, Illinois. 
Bank Study Committee — Chair- 
man, William G. Kirchner, executive 
vice president, Richfield State Bank, 
Richfield, Minnesota; Harry T. 
Burn, president and trust officer, 
First National Bank and Trust Com- 
pany, Rockwood, Tennessee; W. C. 
Clary, Jr., president, Bank of Toccoa, 
Toccoa, Georgia; Alan R. Morse, 
president, United States Trust Com- 
pany, Boston, Massachusetts; N. 
Russell Johnson, chairman and pres- 


ident, Wichita State Bank, Wichita, 










Kansas, and Carl R. Landrum, presi- 
dent, First National Bank, Hobbs, 
New Mexico. 

Government Fiscal Policy Com- 
mittee—Chairman, O. K. Johnson, 
president, Whitefish Bay State Bank, 
Whitefish Bay, Wisconsin; James H. 
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Clarke, vice president, American 
National Bank and Trust Company, 
Chicago, Illinois; R. E. Gormley, 
vice president, Georgia Savings Bank 
and Trust Company, Atlanta, Geor- 
gia; Harry Harding, president, First 
National Bank, Pleasanton, Cali- 
fornia; R. L. Mullins, president, The 
Wolfe City National Bank, Wolfe 
City, Texas, and Howard P. Parshall, 
president, Bank of the Common- 
wealth, Detroit, Michigan. 


IS YOUR 

BANKERS BLANKET 
BOND ADEQUATE 
FOR TODAY'S 


BANKING NEEDS? 


THERE ARE NO JOKERS IN THE 


ST. PAUL FORM No. 24 BANKERS BLANKET BOND 
WITH EXTENDED COVERAGES 


This form is the broadest and most compre- 
hensive Bankers Blanket Bond for the bank 
stockholders’ protection. It is designed to 
insure your bank against contingencies in- 
curred because of present day banking 
hazards. Inquiries invited. 


4 

CALL YOUR é 
ST. PAUL AGENT 4% 
TODAY ¥ 


PE ee eng 






: HOME OFFICE 
: 385 Washington Street 


y! St. Paul 2, Minnesota 
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THE EDITOR 


“ONCE AGAIN, both political parties are exploiting the 
‘sucker’ in the American people.” We made that statement 
recently in a talk on politics before a 
small group of people, all of whom we 
knew. One of our listeners, a man 
we've always considered intelligent 
and realistic, not only looked startled 
when he heard the statement but con- 
tinued to regard us warily during the 
remaining 15 minutes of a 20 minute 
talk. His gaze indicated he was in 
process of revising his opinion of us. 
Our guess, based on his expression, 
is that he believes we have been tainted by subversion, if 
only to a minor degree. 

Perhaps the language was blunt, but it’s not incorrect. 
Under our political system, the exploitation of the hopes 
and fears of the voters reaches peak intensity every time 
we elect a president. 

We watched both conventions on television and listened 
to most of the speakers, wondering all the while how 
many of them really believed what they were saying. Most 
of the content of political talks confounds our sense of 
fact and logic. 

In the American political arena, an issue containing an 
ounce of emotion can be exploited far more effectively 
than one with a ton of fact. Facts tend to be dry as dust 
and to challenge the inert intellect to become active, 
while emotions fan our sentiments, always easily fueled. 

In politics, the new face and the fresh person- 
ality offer hope to millions who are weary of hum- 
drum lives. Voters turn to candidates with a blind 
faith for much the same reason that people write 
to those who conduct “advice” columns. All of us 
are prone to hope, though we know the hope is a 
vain one, to be able to unload our troubles to 
someone else’s shoulders. A “good listener” usual- 
ly is popular because he fullfills a psychological 
need among those he encounters. 

Perhaps our experience in politics has made us cynical. 
The same old promises and the same generous slices of 
pie in the sky can be made to sound convincing when pre- 
sented in a trim new package by a “sincere” candidate. 

An individual’s experiences can cause some strange 
and unusual associative thinking. For example, we almost 
always think of soap flakes when politics is mentioned. 
This stems from a ghostwriting stint many years ago 
when we spent about two months writing speeches and 
radio script for a candidate for mayor of a large Midwest 
city. 

Our labors on behalf of the candidate were in a stuffy 
hotel room. Just we, the typewriter and—stacked high in 
a corner and in the bathroom—horrible-smelling soap 
flakes. The campaign manager for the candidate on whose 
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behalf we labored staged ward rallies at which these soap 
flakes were prizes. 

At the time, we used the same brand of soap flakes at 
home. After the campaign was over, we persuaded the 
little woman to switch to a detergent. 


* hh * 


THE BOND LETTER of the First National Bank in Dallas, 
produced by Maurice M. Hatcher, vice president, pointed 
up some of the obvious contradictions in politics recently 
and did it so well that we'll pass it along to you. 

Under the heading, “The $64 Billion Question” this 
was posed: 

How can we achieve the following without inflation and 
without increasing taxes and without raising the Federal 
debt? 

(1) Two million housing starts annually. 

(2) New industry for depressed areas. 

(3) Full parity for farmers. 

(4) Medical care for the aged. 

(5) More classrooms and more teachers. 

(6) Aid to urban communities to clear slums, dispose 
of sewage, educate their children, transport sub- 
urban commuters and combat juvenile delin- 
quency. 

(7) Lower interest rates. 

(8) Restrain administered prices. 

(9) Raise legal minimum wage to $1.25. 

(10) A 5 per cent annual increase in Gross National 

Product. 

One of the political party platforms proposes to do all 
that and more. 

Reminds us of the fellow running for public 
office who said that if elected nobody would have 
to buy gasoline, because he would build all public 
roads so they would run down-hill. 


* K x 


THOUGHT FOR THE DAY 


Learn from the mistakes of others. You cannot live 
long enough to make them all yourself. 


* Kk * 


WHEN THE NEXT SESSION of Congress convenes in Jan- 
uary, we hope that the banking industry will present a 
united front to the legislators by backing one bill designed 
to achieve tax equality between commercial banks and 
mutual savings institutions. We further hope that banking 
will not be so naive as to once again propose a piece of 
legislation having the glaring fault possessed by the 
Mason Bill. 

During the past few months we have talked to a number 
of bankers who have expressed disappointment over the 
lack of Congressional interest in and support for the 
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Mason Bill. One of the reasons for this lack of enthusiasm 
for the Mason Bill was pin-pointed by Senator Paul 
Douglas of Illinois. 

The Senator spotted the glaring weakness, the selfish in- 
terest section of the Mason Bill. We refer to the provision 
in this proposed legislation to increase the reserve for 
bad debts allowed to commercial banks. 

We are not questioning the desirability of hav- 
ing authorization for these higher reserves. We are 
saying, however, it’s difficult, if not impossible, 
to propose to Congress that competing institutions 
pay more taxes and at the same time ask for a tax 
advantage for banking. Tax equality legislation 
will be difficult enough to pass without having this 
drag on it. The increased reserves feature was 
the Achilles heel of the Mason Bill. The Harrison 


and Curtis bills did not have this weakness. 


* oR 
PSYCHOLOGICAL WEAPON 
Love your enemies—it will drive them nuts. 


* K * 

IF MORE GOVERNMENT LEADERS gave the advice that 
three Mississippi officials offered recently—and if the ad- 
vice were followed by the general public—then banking 
likely would not be so concerned as it is today about 
savings and loan competition. 

In connection with a warning to a small savings and 
loan in Pascagoula, Mississippi, to “clean up or close 
up”, State Auditor William D. Neal, Attorney General 
Joe T. Patterson and Secretary of State Heber Labner 
warned the public not to invest in new savings and loan 
associations, without first consulting their banker or at- 
torney. 

In many cases we know where savers consulted their 
banker before withdrawing deposits to buy savings and 
loan shares, the banker has convinced the saver to leave 
his money in the bank. 


* x 
IT’S ALL IN THE BRAND 


For years the hobo slept under bridges and in the 
ditches. Then one day he switched to culverts and became 
aman of distinction. 


* Kk * 


THOUGH we’ve never met Clarence B. Randall, former 
board chairman of Inland Steel Company, we enjoy his 
pungent statements, which we get via press releases from 
DUN’S REVIEW and Modern Industry. 

Most businessmen enjoy talking about “featherbedding’ 
abuses by labor. On this subject, Mr. Randall observed: 
“If featherbedding in industry is to be stopped at the 
bottom, it must be stopped at the top management level 
as well. 

“When the socially irresponsible few pay themselves 
total compensation many times greater than the president 
of the United States, they inevitably breed trouble for 
. all business.” 

On another subject of interest, the expense account, 
Mr. Randall had this pungent observation: “Some com- 
panies are more widely known for their parties than they 
are for their products. 

“Nowadays when the deal gets big enough, the com- 
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pany yacht weighs anchor and moves into position, the 
company plane takes off for a duck blind in Arkansas, or 
the best hotel in Miami throws open its door to expectant 
dealers for a week of continuous circus. 

“The man who rides the afterdeck of the com- 
pany yacht, co-pilots the duck hunter’s plane, sits 
by while the caviar is spooned out and the crepe 
suzettes are sizzling . . . is none other than Uncle 
Sam. 

“But who are the silent underwriters of this frenetic 
spending? You and I, the general taxpayer. It is we who 
make up to the United States Treasury for revenue lost 
through expense account deductions.” 

Mr. Randall did say, however, that the “best com- 
panies” —those who value the good opinion of thoughtful 
people—have no part of expense account abuses. This 
final statement, obviously, is an attempt to soften the 
shock of his plain language. 


* & x 


IMPECCABLE 
Someone once remarked to Will Rogers that Webster 
spoke perfect English. “Shucks,” snorted Rogers in his 
own inimitable way, “If | wrote my own dictionary, so 


could |.” 
x K * 


PERHAPS this is a sign of our technological times, but it 
still depresses us—the fact that a rapidly growing num- 
ber of business firms are giving lie detector tests to em- 
ployees on a more or less regular basis. 

In fact, four-fifths of the business done by the 400-plus 
lie detector services in the United States comes from 
manufacturers, merchandisers and service organizations 
who want to know whether their workers are, ever have 
been, or might become dishonest. Only 20 per cent of the 
business comes from law-enforcement agencies. 

Long established concerns specializing in such ex- 
aminations, like Chicago’s Keeler Polygraph Institute and 
John E. Reid & Associates, say their volume of business 
is eight to 10 times what it was a decade ago. They each 
give over 3,000 tests a year. The New York office of the 
William J. Burns International Detective Agency, Inc., 
which offers lie detecting as one of its industrial security 
services, reports this phase of its activity has more than 
doubled in the last year. 

The use of the lie detector is increasing as management 
becomes more security conscious and more concerned 
about the disappearance of money, property, and corpor- 
ate secrets. One business control analyst estimates that 
a million or more people steal from their companies each 
year. Another puts business’ daily loss of cash and prop- 
erty at $4 million. 

Psychological testing of job applicants is much more 
commonplace. We had considerable admiration for a 
friend of ours who, when asked to take a psychological 
test during an interview for a topnotch job, flatly refused 
to do so. 

Our admiration was tinged with surprise when 
he got the job. It was one of the few times this firm 
had hired a man for a key post without the benefit 
of testing. Everything seems to be working out all 
right, for this happened several years ago and our 
friend is still on the job. 
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Glen Head, New York—An in- 
crease in capital from $335,000 to 
$340,000 through the declaration of 
a 1,000-share stock dividend has been 
approved by the stockholders of the 
First National Bank of Glen Head. 

The bank will now have outstand- 
ing 68,000 shares of $5.00 par value 
stock. Robert S. Miller, the bank’s 
president, estimated the market value 
of the dividend to be about $43,000. 


The bank reported a surplus of 
$800,000 and undivided profits of 
$379,667 on June 30, 1960. Deposits 
are about $17,500,000, an increase of 
over $1 million since December 31, 
1959. 

Mr. Miller reported net operating 
earnings after provision of taxes of 
$1.40 a share for the first six months 
of 1960 on an increased number of 
outstanding shares as compared to 
$1.37 for the comparable period in 
1959. 


Vista, California—J. J. Ruther- 
ford is celebrating the 19th anniver- 
sary of his election as president of 
the First National Bank of Vista and 
more than 59 years of service to 
banking. 

One of the pioneer bankers of San 
Diego County, Mr. Rutherford’s first 
job was that of messenger. In 1912, 
he was employed as cashier of the 
Escondido National Bank. Following 
this, he served as an officer of various 
banking institutions and in 1931 be- 
came associated with the First Na- 
tional Bank of Vista as cashier and 
manager. 

He was elevated to the presidency 
in 1941. 
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Minneapolis, Miunesota—Elec- 
tion of Clement Van Nice as vice 
president of the Federal Reserve Bank 
of Minneapolis was recently an- 
nounced by Dr. O. B. Jesness, reserve 
bank board chairman. 

Mr. Van Nice, who had been assis- 
tant vice president in charge of the 
bank’s public services department, is 
being transferred to Helena, Montana 
as manager of: the bank’s branch 
there. 

A native of Pierre, South Dakota, 
Mr. Van Nice attended Dakota Wes- 
leyan University and the University 
of Iowa, being graduated from the 
latter in 1938. Before joining the 
Federal Reserve Bank of Minneapolis 
he had worked for the Pierre Na- 
tional Bank for two and a half years. 
From 1941-46 he served in the army, 
attaining the rank of major. 





SOARING, IMAGINATIVE DESIGN is the keynote of the head- 


Springfield, Dlinois—Joseph V. 
Goldbach, assistant vice president of 
the Illinois National Bank of Spring- 
field, has been elected to a three-year 
term as a member of the Illinois 
Bankers Association public relations 
division executive committee. 

Also elected to the executive com- 
mittee was N. Hall Layman, vice 
president of the Northern Trust Com- 
pany, Chicago. 


Newark, New Jersey—The Na- 
tional State Bank of Newark has an- 
nounced its net operating earnings 
for the first half of 1960 amounted 
to $1,885,597, or an increase of 32.7 
per cent over a year ago. 

Total resources as of June 30, 1960 
were $428,550,049, in comparison to 
$407,019,797 a year ago. 





quarters building for the Studio City (California) Bank. Con- 
struction will begin next spring. D. F. Humm, president, de- 
clared: “More than ever, folks will enjoy the personal atten- 
tion they’ve come to expect from an independent and locally- 
owned and managed bank.” The bank, started in July of 1959, 
already has assets of more than $514 million. _ 
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Chicago, Illinois—Raymond J. 
Spaeth, 52, has been elected president 
of Beverly Bank by the board of di- 
rectors. 

He has resigned from his position 
as vice president and treasurer of the 


Illinois Institute of Technology, effec- 
tive October 1. 1960. He will assume 
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the bank presidency on that date. 


Arthur A. Baer, who has served as 
president of Beverly Bank since 1944, 
will become chairman of the board 
on October 1. 

Mr. Spaeth holds a bachelor’s de- 
gree, cum laude, from American Uni- 
versity in Washington, D.C. and a 
master’s degree in business admini- 
stration from Harvard. He came to 
Illinois Institute of Technology as 
business manager in 1940, 


Two other appointments have been 
made by the bank’s directors. Wesley 
H. Larson was made a senior vice 
president and R. W. Anderson man- 
ager of the new business division. 

Beverly Bank’s total resources as 
of July 30, 1960, were over $41 mil- 
lion, a gain for the year of $4,500,- 
000. 


2 
Los Angeles, California—The 


annual industrial conference of the 
Independent Bankers Association of 
Southern California was held recently 
at the Rancho Santa Fe, with nearly 
100 community bankers in attend- 
ance. 

Featured speaker was Titus G. Le- 
Clair, manager of nuclear power ap- 
plications, General Atomics Division 
of the General Dynamics Corporation. 
Bankers also toured the General 
Atomics Division plant, one of the 
few places in the world where peace- 
ful uses of nuclear power are tested 
and developed. 

Nelson S. Chase, vice president of 
the San Diego Trust & Savings Bank, 
is president of the Southern Califor- 
nia IBA. He presided over the con- 


ference. 
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Chattanooga, Tennessee — The 
Yucatan Exploring Society, which is 
led by the redoubtable George M. 
Clark, chairman of the board of the 
Pioneer Bank of Chattanooga, recent- 
ly conducted an expedition to the 
northern coast of Yucatan and dis- 
covered the grave of Jean Lafitte, a 
famous Louisiana pirate who helped 
the fledgling United States fight the 
British during the War of 1812. 

Mr. Clark, whose title in the society 
is that of “el altisimo tigre” or the 
Grand High Jaguar, said the society 
would underwrite the cost of placing 
a monument on Lafitte’s grave to re- 
place the weathered wooden head- 
board. 

Mr. Clark has also participated in 
other expeditions which has raised 
sunken treasure ships and investigated 
ancient Indian civilizations (see THE 
INDEPENDENT BANKER, Novem- 
ber, 1959). 


Boston, Massachusetts — The 
Rockland-Atlas National Bank of Bos- 
ton reports net operating earnings of 
$616,084 for the first half of 1960 in 
comparison to net earnings of $501,- 
884 for the first half of last year. 

As of June 30, 1960, the bank has 
total deposits of $113,606,900 and 
total assets of $128,737,600. 


Kirkwood, Missouri—G. E. En- 
gelland, who resigned as president of 
The Trust Company of Kirkwood 
July 1, has been elected vice president 
and director of The Kirkwood Bank. 
Controlling interest in The Trust 
Company of Kirkwood was purchased 
by L. K. Roos in 1959, 


Dallas, Texas—E. B. Germany, 
chairman of the board, and Weldon 
U. Howell, president of the Preston 
State Bank, announced stockholders 
have approved an increase in capital 
stock and surplus to $2,025,000 which 
advances the bank to sixth place in 
the Dallas area in terms of capital 
accounts. 


Emden, Illinois—R. L. McCor- 
mick, president of the Farmers State 
Bank of Emden, died June 4 at the 
age of 71. He was the son of the late 
William W. McCormick who organ- 
ized the bank as McCormick & Com- 
pany in 1891. 





room, its own private cocktail os 


i bar. And may I venture to say, 


sir, the personalized service is 


"unparalleled. 
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New York, New York—Howard 
R. Pugh, Walter G. Schaerer and Don 
C. Wheaton, Jr. have been elected 
vice presidents of the Empire Trust 
Company. All had been assistant vice 
presidents. 


Tulsa, Oklahoma — Citizens 
State Bank of Tulsa has executed a 
long-term lease with Skelly Oil Com- 
pany and will move its new quar- 
ters into the ground floor of the 
Skelly Building. 

Edwin B. Jones, bank president, 
said the move will allow the bank 
to provide enlarged quarters for bank- 
ing service in an area of concen- 
trated office employment. The new 
location also offers easy access by 
principal thoroughfares to all sec- 
tions of the city, he said. The move is 
expected to be finished by Septem- 
ber 1. 


Walker, Missouri — Controlling 
interest in Farmers Bank of Walker 
has been purchased by Gordon Hinde, 
former vice president and cashier of 
State Bank of Hallsville. Mr. Hinde 
has been elected president and has 
taken over active management of the 
Walker bank. Mr. Hinde purchased 
the stock of Jack C. Wells, president, 
and E. Dwight Martin, vice president 
and cashier. Mr. Wells is also presi- 
dent and Mr. Martin a director of 
Security Savings Bank of Williams- 
burg, Iowa. All parties to the transac- 
tion were represented by Charles E. 
Walters Company of Omaha, Nebras- 
ka. 
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EVERYONE visiting the re- 
cently-opened Savage (Minne. 
sota) State Bank was asked to 
fill out a card estimating the 
deposit total as of the end of 
this year, with the winner to 
get a prize next January 1. Eu- 
gene Kearney (center) super- 
market operator and a direc- 
tor, fills out his card here. 
Looking on are Roger Nie- 
mann (left) vice president 
and cashier, and Roy Alm- 
quist, president. 





Los Angeles, California—Net 
operating earnings of Union Bank 
were up 36 per cent during the first 
six months of 1960 over the compara- 
ble period in 1959, according to Har- 
ry J. Volk, president. 

Mr. Volk reported the bank’s earn- 
ings for the first half of this year 
were $2,630,245 after taxes, com- 
pared with $1,935,986 for the same 
period last year. 


Boston, Massachusetts—Edward 
M. Stone of Melrose has been ap- 
pointed assistant vice president of the 
Rockland-Atlas National Bank of Bos- 
ton. Since his graduation from Bow- 
doin College in 1949, Mr. Stone has 
been associated with the Boston office 
of the accounting firm of Arthur An- 
dersen & Co. In recent years he has 
specialized in that firm’s work with 


banks. 
& 


East Moline, Illinois—Loren E. 
Keefer, manager of the farm loan de- 
partment of the State Bank of East 
Moline, was recently appointed to the 
Rock Island County Agricultural Ex- 
tension Council by the University of 
Illinois Extension Service. He has 
since been elected chairman of the 
Rock Island County Agricultural 
Council for a term running from June 


1, 1960 to June 30, 1961. 
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WANTED 


Experienced Bank Executive. Write W. 
B. Rundell, Vice President, Farmers 
State Bank, Hillsboro, Wisconsin. 





WE NEED BANKERS 
of all skills and experience for posi- 
tions now available. Write to us for 
details in absolute confidence. BANK 
PERSONNEL CLEARING HOUSE and 
Employment Agency, 503 N. Washing- 
ton, Naperville, Ill. 





FOR SALE 
Marble counters and grill work suitable 
for 12 tellers windows. Inquire State 
Benk of East Moline, East Moline, Il- 
linois. 





New York, New York—Trade 
Bank & Trust Company has named 
Alfred H. Faeder as assistant vice. 
president and Salvatore L. Mara as 
assistant secretary. Mr. Faeder came 
to Trade Bank in 1936 and has been 
comptroller since 1954, Mr. Mara 
joined the bank in 1931 and was ap- 
pointed assistant manager of the main 
office in 1954. 


East Moline, Ilinois—Willis W. 
Haw has joined the staff of the State 
, Bank of East Mo- 
line as assistant 
cashier in charge 
of operations. 
Bank President 
B. H. Ryan said 
additional official 
personnel has 
been needed due 
to the increase in 
MR. HAW business volume 
during the past year. Mr. Haw was 
employed since 1947 by the First Na- 
tional Bank of Rock Island, Illinois, 
before accepting his new position. He 
is a graduate of Augustana College 
and Northwestern University. He is 
married and the father of two daugh- 
ters. 
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Tupelo, Mississippi—J. C. White- 
head, Jr., has been named president 
we of the board of 
_ directors of the 
Bank of Tupelo, 
succeeding the 
late J. P. Nanney 
who died in Sep- 
tember of 1959. 
Mr. Whitehead, 
39, has served as 
executive vice 
MR. WHITEHEAD president since 
January of this year. A native of Ita- 
wamba County, he has been with 
the Bank of Tupelo since 1951. He is 
a graduate of Itawamba Agricultur- 
al School, received his degree at Mis- 
sissippi State University and attended 
the School of Banking at Louisiana 
State University in Baton Rouge, La. 
Mr. Whitehead’s father has been 
manager of the Bank of Fulton for 
the past 30 years. 





Denver, Colorado—tThree pro- 
motions at The First National Bank 
of Denver have been announced by 
Eugene H. Adams, president. They 
are: 

Richard P. Brown, vice president 
and trust officer, promoted to senior 
vice president and executive trust ofh- 
cer. Mr. Brown fills the vacancy as 
head of the trust department result- 
ing from the death of Judge C. Edgar 
Kettering on June 1, 1960. Mr. Brown 
was also elected a director of the 
bank and named a member of the ex- 
ecutive committee. 

Elmer W. Johnson, vice president 
and trust officer, promoted to senior 
vice president and trust officer. 

William R. Alexander, trust officer, 
promoted to vice president and trust 
officer. 


Chicago, Illinois — Robert E. 
Strauss, president of the American 
National Bank and Trust Company 
of Chicago, reported net operating 
earnings for this year running 23.7 
per cent ahead of last year. 

“Increases in our average deposits 
during the last six months plus a 
parallel rise in our average loan fig- 
ure have contributed to these better 
earnings,” he continued. “Compared 
to the first half of 1959, average de- 
posits in 1960 increased 3.6 per cent, 
while the bank’s average loan totals 
rose 15.8 per cent over a year ago.” 
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One of our cattle buyers had given a 
good-sized check to one of the Old 
Man’s customers. He ’phoned to veri- 
fy it, and said: “You haven’t ever 
told me about that Oregon situation.” 

“Oh! the Oregon story is the same 
old tune, with a different arrange- 
ment. It’s just a re-issue of the broad, 
general idea of monopoly banking,” 
I said. 

“I gathered it was, but you haven’t 
ever filled me in on the details,” he 
said. 

“It all started over the matter of 
State Funds. The state official having 
the management of state funds found 
himself besieged by monopoly bank- 
ers who wanted all the state funds. In 
Oregon, as I understand it, there are 
two monopoly-minded groups and a 
few independent banks. The situation 
finally developed that the two mo- 
nopoly-minded groups could agree 
between themselves on the matter of 
state funds. They could also agree on 
another important phase of the mat- 


ter.” 
“What was that?” 


Independents Fight 


“They agreed that it was good for 
them to have all the state funds and 
the independent banks to have none.” 

“You don’t mean that,” he said. 

“I do mean it. That is exactly what 
I am told. The monopoly-minded 
boys didn’t want the independents 
to have any state funds, whatsoever.” 

“Well, I just can’t imagine such a 
thing.” 

“The reason you can’t is because 
you are too trustful and you have 
never been up against the boys who 
want it all. They will throw in and 
fight a common foe, which, in this 
case, was and is the independent 
banks. Then, after the independents 
are destroyed, they will either merge 
into one monopoly or fight each other 
until one is too weak to fight longer. 
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At that time, a deal of some kind 
will be made. In any event, all roads 
lead to monopoly. They believe in it. 
They worship the idea. They love it. 
Of course, the independents didn’t 
knuckle under, and in this instance 
won the fight.” 

“What did they do?” 

“They went to the Legislature and 
the Legislature spelled it out in plain 
language. The Legislature relieved 
the state officials and the independent 
banks by specifying that the inde- 
pendent banks shared proportionate- 
ly in state funds on deposit. The vote 
in the legislative halls was almost 
without dissent.” 

“They actually went that far?” he 
asked. 


Monopoly Contagious 


“They actually went that far. In 
cases such as this, unless the Legisla- 
ture helps, the monopoly boys think 
no more of putting the squeeze on an 
independent bank than one would 
think of swatting a mosquito which 
was annoying him. It has been said 
that corporations are legal creatures, 
devoid of conscience. That may not 
be absolutely true, but often the ac- 
tivities of certain groups add validity 
to the statement. Live and let live is 
an unknown philosophy to the mo- 
nopolists. Monopoly becomes an 
urge, a fetish, a religion. It is of a 
contagious nature. Once infected, the 
individual loses perception. He be- 
comes wedded to the philosophy that 
bigness is synonymous with good- 
ness.” 

“Yeah, I guess you are right. I 
know you are right, but sometimes 
I become complacent and don’t want 
to believe that people will do such 
things.” 

“Complacency takes its toll. Never 
forget that. And when you feel your- 
self becoming complacent, there is a 
good remedy.” 





“What is that?” He was in earnest. 

“Just look at the record.” 

“T see-e-e!” He lingered over the 
word a moment as if digesting my 
remark. Then he used it again. 

“T see-e-e. Bye.” 


New Staff 
Member Joins 
Ind. Banker 


Bin McDonald of Cedar Falls, Iowa 
has joined the staff of “The Inde- 
pendent Banker” 
magazine as as- 
sociate editor. 
The announce- 
ment was made 
by Howard Bell. 
editor. Mr. Mc- 
Donald replaces 
Don Hipschman. 
' who resigned the 
MR. MCDONALD position to be- 
come highway publicity director for 
the state of South Dakota. 

Mr. McDonald was a reporter for 
the Waterloo Daily Courier in 
Waterloo, Iowa, for two and one- 
half years before moving recently to 
Sauk Centre, Minnesota, where the 
magazine is published. 

He is a graduate of South Dakota 
State College and holds a master of 
science degree in journalism from 
Northwestern University. He served 
in the U. S. Army for two years. 

He is a native of South Dakota 
and is married to the former Joan 
Rumph of Waterloo, Iowa. 
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NASSB Schedules 
Parley by the Sea 


Members of the National Association 
of Supervisors of State Banks will 
meet by the sea September 20 to 23 
at the 59th annual convention in At- 


_lantie City, New Jersey. 


Headquarters will be the Hotel 
Dennis on Boardwalk at Michigan. 
Opening event will be a reception on 
Tuesday, September 20, at 6 p.m. 

The general session will convene 
the following day at 10 a.m., with 
NASSB President Irving C. Rasmus- 
sen, Minnesota Commissioner of 
Banks, presiding. 

The Thursday morning agenda will 
feature a banker, a supervisor and a 
senator, and the NASSB annual ban- 
quet Thursday night will conclude 
associate member participation. 

The business session for the super- 
visors will be Friday, September 23. 

Associate membership in NASSB 
now totals 2,500, which includes 586 
new enrollments during 1960. 


14 Banks in 11 States 
Are New IBA Members 


Fourteen banks in 11 states are 
the newest members of The Independ- 
ent Bankers Association, bringing to- 
tal IBA membership to near the 5,800 
mark. 

The IBA, which operates in 39 
states, now has a membership of 
5,790 banks. A sister organization, 
the Independent Bankers Association 
of the 12th Federal Reserve District, 
operates on the West Coast. 

Following are the latest banks to 
join: 

ALABAMA 
Bank of Wadley, Wadley 
GEORGIA 
Farmers and Merchants Bank, Syl- 
vania 
ILLINOIS 


State Bank of Arthur, Arthur 
National Bank of Commerce, Chicago 





School Savings Accounts 
Bounce To Record High 


Smallfry are saving like never before, a report shows. 

School children had an all-time high of $234,620,000 on deposit in 
school savings accounts at the close of the 1959-60 school year. 

The depositors included 6,341,000 children in 17,000 schools, 





The figures are from a survey conducted by the Committee on Youth 
Thrift Education of the American Bankers Association Savings and 
Mortgage Division. Jean M. Turano, assistant to the president of the 
Trenton (New Jersey) Saving Fund Society, is chairman of the com- 
mittee. 

The total of $234,620,000 cannot be said to be all that the school 
savers have on deposit, Miss Turano points out, since many banks 
automatically transfer school savings into regular accounts when the 
balance reaches a certain amount, such as $5 or $10. 

The survey showed that total accounts gained 4.7 per cent over the 
previous year, while the amount on deposit rose by 8.4 per cent. Interest 
paid on these accounts amounted to $3,700,000. 

The total number of banks active in school savings is 795 in 39 
states. 

To further encourage thrift and build greater understanding of bank- 
ing, many of the banks cooperate with schools in arranging bank visits, 
talks, movies, contests, and distribution of publications among students. 
During the school year, 300 banks distributed 1,250,000 copies of 
“School Saver,” a thrift newspaper published by the ABA Advertising 
Department in cooperation with the Committee on Youth Thrift Edu- 
cation. 
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KENTUCKY 

Fort Knox National Bank, Fort Knox 
MINNESOTA 

State Bank of Hamburg, Hamburg 
MISSISSIPPI 

Bay Springs Bank, Bay Springs 

MISSOURI 
Belgrade State Bank, Belgrade 
Blue Springs Bank, Blue Springs 
OHIO 
The Bowling Green Banking Com- 
pany, Bowling Green 
The Citizens Banking Company, 
Rock Creek 

TENNESSEE 

Bank of Dyer, Dyer 

TEXAS 

Arlington State Bank, Arlington 
WISCONSIN 

Hustiford State Bank, Hustiford 


COMMAND 
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with 
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DISPLAY EASELS 


| handles ail 
i sizes of 
| display cards 


i Designed to harmonize 
with all modern fixtures, 
i this quality MP easel serves 
many purposes...a silent 
salesman for special promo- 
j tions...notices...free literature 
display. Finely finished in 
sturdy tubular aluminum — 
plastic tipped legs, stainless steel 
ees adjust to seven positions. 
eighs less than 4 lbs.—folds flat 
—guaranteed for lifetime service. 
Order today! MP easel (Item 1862) 
only $33.00. Removable brochure 
holder (Item 1862BH) $4.00 


METAL PRODUCTS ENGINEERING, INC. 
4000 Long Beach Avenue, Los Angeles 58, Calif. 
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NEW HOME of the Detroit State Bank, Detroit 
Lakes, Minnesota, is in this trim building of brick 
and Kasota stone. The 60 by 70 foot structure was 
started in September of 1959; the bank moved into 
its new quarters May 31 and held an open house 
celebration July 9. Total cost of the building, in- 
cluding site and fixtures, was $200,000. 


AUTOMATION 
(Cont'd From P. 9) 


lishing dollar totals for control of the blocks to be proc- 
essed, and converting data for the computer input system. 
A sorter-converter, lest we get too esoteric, is a device 
which reads the encoded language and selects any pre- 
determined grouping or individual items for the larger 


batch, 
Control Aspects 


There are several control aspects to the sorter-converter 
operation. One is the handling of different rejects, such 
as items not “on us.” Another is the “payable through” 
items which would not be processed in the deposit ac- 
counting system. Other rejects would be for unreadable 
magnetic ink characters. 

Sorter efficiency depends greatly on how various ac- 
counts are programmed into the machine. Usually, the 
large accounts are given a “zero” number so that it only 
takes two passes through the machine before they are 
completely processed. Here, however, each manufacturer 
will have specific recommendations. 

The utility encoder is a fourth device for automatic 
check handling. It’s needed for supplying missing infor- 
mation on otherwise acceptable documents, or for prepar- 
ing substitute documents to take the place of rejects. 

So far, we’ve covered the MICR system of automation. 


Perforated Cards 


Another system is offered by the Cummins-Chicago 
Corporation which makes electronic identification of 
checks through perforations in them rather than by means 
of magnetic ink. 

The main unit of this system is a “Perf-O-Sorter” 
machine. Coded perforations are the key to check identi- 
fication in this system. For transit items and the like, 
however, the perforated checks may be encoded with mag- 
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P. E. SANFORD (left), president of the Detroit 
State Bank, chats with a customer, the Rev. Ira B. 
Allen, in the lobby of the new building. The struc- 
ture replaced rented quarters the bank had occu- 
pied for more than 40 years. First published state- 
ment of the bank, issued December 31, 1919, 
showed deposits of $62,040. Deposits now total 
more than $514 million. 





netic ink, so there is no great handicap for the bank 
which decides to use this type of operation. 

“While niagnetic ink character recognition machines 
will be available later that will sort up to 1,000 items per 
minute,” says J. Ross Humphreys, president of Cummins- 
Chicago, “their cost is more than four times as much as 
the “Perf-O-Sorter”. His machine has a capacity of 550 
items per minute. 


Other Automated Devices 


Automation, of course, is not restricted solely to bank 
bookkeeping. It can be used for any number of purposes, 
from finding flaws in structural steel to rejecting bad cans 
of beans. 

There are a number of other types of automation which 
also fit into a bank’s operation. 

One worth considering, particularly in conjunction with 
a system like MICR or the “Perf-O-Sorter” type of op- 
eration, involves the microfilming of checks, statements 
and other documents. 

Recordak, in fact, has established two bookkeeping 
systems centered around microfilming: single posting, and 
post-to-check. Conventional rather than automated equip- 


ment 4s. used -in -these,~-but- there..are.areas. where micro- 


filming fits, and where it is advisable to use it. 

Before listing balances or posting, Recordak suggests 
photographing all debits received from clearing, mail, 
over-the-counter and other sources. Someone other than 
the bookkeeper should photograph the checks, and should 
any discrepancies arise, each check is available for ref- 
erence. 

The bank’s practice of returning checks charged against 
a customer’s account at the end of the month puts the 
bank in a vulnerable position as it releases its receipts for 
cash paid out, and hence the bank has no record of the 
authority by which it paid out money. A microfilm record 
here is very valuable. 

A second area where microfilming is desirable is that 
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a 
UPPER MIDWEST BANKERS and their wives 
helped officers and staff of the First National Bank, 
Bagley, Minnesota, celebrate opening of new quar- 
ters recently. Albert F. Kaiser (center) is presi- 
dent. Among the visitors were, from left, T. R. 
Hassman, president, First National Bank, Aitkin, 
Minnesota; R. H. Welle, vice president, First Na- 





of the end-of-the-month statement sheets. This, together 
with the checks which are photographed daily, gives the 
bank complete “files on film”. 


Indisputable Records 


There are two very apparent advantages to microfilm- 
ing. One, as mentioned, is the keeping of indisputable 
records in case discrepancies arise. The second is protec- 
tion against fire, explosion or some other disaster where 
the bank’s files may be destroyed. Such protection is 
accomplished by having duplicate films, and keeping one 
set in a location apart from the bank. 

Saving space is another tremendous advantage, both in 
use of the automation equipment and in microfilming, but 
more on these later. Suffice it to say now that as many as 
29,000 checks can be recorded on 100 feet of film, on a 
spool about as large as a typewriter ribbon. 

Daily reference microfilming includes such items as “on 
us” checks, clearing house items, commercial deposit 
tickets, and mail to correspondents and the Federal Re- 
serve bank. Loans, savings, general ledger and other 
records can and should also be microfilmed in order to 
save them. Microfilming will not cut greatly into time 
saved by other automation processes—an automatic feed- 
er can be attached to the camera unit which handles up to 
500 checks per minute. Microfilming systems, depending 
on their sophistication, range from about $800 to $3,000. 


TV for Tellers 


In-bank television is another concept which would have 
seemed to be a Buck Rogers fantasy 20 years ago. It’s here 
today, though, and highly practical. 

A closed-circuit TV system facilitates customer service 
and makes a central storage of records possible. At the 
same time, those records are readily accessible to anybody 
who needs to use them. 

The system has cameras located in the bookkeeping de- 
partment, with monitors in the tellers’ cages. When the 
teller or any officer needs information from the book- 
keeping department, he dials a special telephone number 
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tional Bank, Bemidji, Minnesota; Mrs. T. R. Hass- 
man; Mrs. Clarence J. Elsenpeter, Walker, Min- 
nesota, and Clarence J. Elsenpeter, president, First 
National Bank, Walker. The bank has been oper- 
ating since June 2, 1903, and has resources of 
$3,694,991. 





and the information he wants is relayed to him on the 
monitor. 

Numerous possibilities spring to mind for using the 
closed-circuit TV in a bank: one is for checking signa- 
tures when checks are presented, another is for drive-in 
windows (or even for an unattended drive-in window 
where the customer sees the image of a teller inside and 
checks, withdrawal slips and other papers are handled 
through pneumatic tubes), for surveillance purposes, for 
quick consultation by officers, and a host of other uses. 

RCA has a “basic banking package” of closed-circuit 
TV which costs $3,650. Other firms have somewhat simi- 
lar package offerings. Closed-circuit TV is, like automa- 
tion, new to banking, but it has been used with excellent 
results in industry in maintaining quality control in man- 
ufacturing operations. 


For the Banker with Everything 


For the banker who has everything in the way of auto- 
mation, there is an automatic coupon clipper, developed 
by W. Everett Swift of Sharon, Massachusetts. Mr. Swift, 
filled with woe at the thought of hundreds of “tired- 
handed bank clerks” laboriously scissoring their way 
through stacks of bonds, designed a coupon clipper which 
handles this tedious chore with verve and dispatch. The 
machine can handle up to 100 bonds at a time, is accurate 
to 3/5 of an inch, and saves so much time it pays for itself 
within a year, says Mr. Swift. Best of all, there presuma- 
bly are no tired-handed bank clerks around to lower the 
morale of the other employees. 


Automation in Filing 


Both Diebold and Mosler, while more noted for their 
massive vaults, have elevator files which bring automation 
to filing operations. A control board brings the proper 
record immediately to the front. Speed and efficient use 
of space are the advantages. 

About three yards back in this story, we mentioned that 
space-saving was one of the important advantages realized 
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by going to automation. We’ve located our notes on that 
now, and have also made some comments on microfilm- 
ing, automatic files and so forth which bear on the sub- 
ject. 


Costly Space 


Unless the overall operation is greatly expanded, auto- 
mation will allow a tremendous reduction in the amount 
of space needed. This, coupled with microfilming, makes 
rooms for new departments or new services. 

Just how important is this saving in space? Well, for 
storage equipment—just one item—the cost for “space” 
plus “amoritization” is about 25 per cent of the total office 
cost. 

Apparent as it is that the whole of banking will likely 
go to automation eventually, and that there are immense 
gains to be had by way of increased efficiency and speed, 
it’s also very apparent to bankers that automation equip- 
ment is expensive and that no matter how desirable such 
equipment is, an individual bank can’t afford it. 


Exploring the Avenues 


There are several approaches to this. The first which 
comes to mind is to wait until the various equipment man- 
ufacturers come close to saturating the market and prices 
begin to slide down. New manufacturing techniques 
should also reduce prices in the future. 

Many times a bank must meet its competition, though, 
and can’t wait to be the last to acquire the new equip- 
ment. There are several large banks which have discussed 
providing automation services to their correspondents, 
but none are actually doing it at present. There likely will 
be within a year or so, however. A patent disadvantage to 
this is that the country bank may be tied to its correspond- 
ent much more closely than is healthy. 

An alternative method is for several small banks to 
cooperate. The best known of these cooperatives is Central 
Records, Incorporated of Marine City, Michigan, the first 
joint venture of its kind in the United States. 

Three Michigan banks—The Marine Savings Bank of 
Marine City, The Commercial & Savings Bank of St. Clair 
and The Algonac Savings Bank of Algonac—banded to- 
gether to form the corporation. 

Officers of the banks involved were named to head the 
new corporation. An exhaustive study was conducted be- 
fore the purchase of equipment and the training of em- 
ployes. 

Central Records began operations last February 1. To 
date, the scheme has been extremely successful. Nine full- 
time and four-part time employes of the three banks have 
been replaced by Central Records’ staff of five. Central 
records can handle up to 4,000 items daily without strain. 
* The operation is non-profit, and billing to each bank 
is made on a per-item basis. Extensive color coding, which 
extends even to the telephones, is used to segregate indi- 
vidual records and safeguard the customer’s private af- 
fairs. 

Though it’s still early to make a conclusive assessment 
of Central Records, it seems to be working extremely 
well, providing all the advantages of automation to all 
three banks at only a fraction of the cost of an individual 
operation. 


Other Automation Centers 
Such pooling of equipment and talent is not new outside 
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banking. 

National Cash Register Company announced plans early 
last spring to establish a national network of data-proc- 
essing centers. The plan—which operates almost the same 
as Central Records except on a much grander scale—will 
enable retail stores, industrial and commercial firms, sav- 
ings banks and other companies io obtain detailed analyses 
of their previous day’s business in less than 24 hours, ac- 
cording to NCR. 

Stanley C. Allyn, NCR board chairman, said NCR will 
open three such centers in 1960 and more later. Those to 
be opened this year will be in New York, Los Angeles and 
Dayton. The plan will bring “electronic efficiencies to 
Main Street,” Mr. Allyn said. 

Under the plan, business firms will bring or mail their 
punched tape or cards to the centers which will process 
them and return the desired reports. 

Radio Corporation of America opened a data-processing 
center in New York in February. The $414 million RCA 
Electronic Systems Center is serving a number of busi- 
nesses and financial establisments in New York, giving 
its customers a 50 per cent savings on bookkeeping costs, 
according to John L. Burns, RCA president. 

A new firm, Electronic Computer Services just opened 
business, and will train computer programmers and pro- 
vide personnel for businesses and industries going into 
automation. Previously, the equipment manufacturers had 
done most of the training, but the lead on their time and 
resources is becoming too great for them to provide this 
service to all of their customers. 


ECS, which is located in Chicago, is believed to be the 
first firm able to perform computer application engineer- 
ing services, contract programming and systems analysis 
in the country. 

ECS also will act as a consultant for a customer, advis- 
ing him of the type equipment best suited to his needs, 
and will also open a number of computer service centers 





LARGE BIRTHDAY ‘CAKE’ on exterior of Farm- 
ers & Merchants Bank, Watertown, South Dakota, 
calls attention to the bank’s 25th anniversary cele- 
bration. Since its opening August 3, 1935, assets 
have grown from $300,571 to $10,380,512. 
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across the country, the first scheduled for 1961. 
Contractual Bookkeeping 


IBM is also in this swim of things, and opened an auto- 
mation center in Los Angeles in March to process ac- 
counting for banks on a contractual basis. The center is 
being operated by The Service Bureau Corporation, an 
IBM subsidiary. 

SBC is now handling contractual bank automation for 
Exchange State Bank of Kansas City, Kansas; the Hamp- 
ton, Clayton and Crestwood Banks of St. Louis; the 
Wayne Bank of Wayne, Michigan; Fidelity Trust Com- 
pany of Pittsburgh; Pearland State Bank of Pearland, 
Texas; Union Trust Company of Baltimore; and Pacific 
State Bank of Hawthorne, California. 

This is how the SBC system works, and is similar to 
the operation of other computer centers and automation 
cooperatives : 

All transactions received in the bank during the day are 
balanced and proved on an adding machine which has a 
card punch hooked into it and which automatically creates 
computer input cards. 


The same night, the cards are delivered to SBC and 
there the computers produce a daily trial balance of all 
accounts, analyze each transaction for overdrafts and stop 
payments, verify the accuracy of the account number, 
compute average daily float, compute average daily bal- 
ances, assign and control deposits to uncollected funds, 
compute service charges, produce a closed account report, 
and produce and address a statement for each account 
monthly. The next morning, all reports on the previous 
day’s transactions are delivered to the bank. SBC has elec- 
tronic demand deposit accounting in 16 cities: Baltimore, 
Boston, Chicago, Cleveland, Detroit, Houston, Kansas 
City, Los Angeles, Minneapolis, New York, Philadelphia, 
Pittsburgh, San Francisco, Seattle, St. Louis and Wash- 
ington. 

According to SBC, all of its 83 offices offer contractual 





E. F. Phillippi (left), cashier of the Farmers & 
Merchants bank when it opened 25 years ago, 
points out members of original staff to W. C. 
Talen, current president. Mr. Phillippi now is 
chairman of the board of the Dakota State Bank, 
Milbank, South Dakota. 
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bank automation for mortgage loan accounting, escrow 
analysis, personal loan accounting, savings deposit ac- 
counting, Christmas and vacation clubs, trust accounting 
and instalment loan accounting. 


The Los Angeles center will be the first SBC has which 


will be primarily a financial center for banks, however. 


A Coming Wave 


Automation is a great wave waiting to break over bank- 
ing. Whether the individual bank buys its own equip- 
ment, has a correspondent bank handle its bookkeeping 
or farms it out on a contractual basis, automation is com- 
ing, and much sooner than was ever expected. 

The Federal Reserve System is cognizant of the inevita- 
ble necessity of automation to handle ever-increasing bank 
loads, and is currently setting up MICR equipment test 
centers in Boston, New York, Philadelphia, Chicago and 
San Francisco, using the equipment of six different manu- 
facturers. 

The smaller banks which will not find it profitable to 
adopt automation in the immediate future nonetheless will 
have twin pressures pushing them toward automation. 
One such pressure, of course, will come from competition, 
particularly if that competition is an affiliate of a holding 
company system or a branch bank in the same communi- 
ty as a small independent bank. The other pressure is 
from the Federal Reserve System. The Fed is not urging 
automation in order to favor the larger banks, but is 
faced with a monumental chore of check processing which 
grows greater every day. The Fed must find relief from 
this problem or be inundated: automation is that relief 
and no one can question for Fed’s motives for urging that 
all banks adopt it. 

The answer for the smal] banks may be to begin a pro- 
gram of gradual automation, or to combine their re- 
sources with other small banks as the three banks in 
Michigan did by forming Central Records, Inc. The an- 
swer for small banks may be elsewhere, but certainly it 
must be found. It’s estimated that automation and MICR 
will be in universal use in this country by 1970 and 
that seems to be a conservative estimate at this stage. 

Automation is not a thing to be entered into lightly, 
however. Any bank should thoroughly investigate it, per- 
haps forming a committee to make a study and to make 
recommendations. 

One suggestion here: when the bank does buy equip- 
ment, it should buy it all from one firm in order to take 
adavantage of trade-in opportunities as some pieces be- 
come obsolete and in order to derive full benefit of the 
advice the manufacturer is able to offer. 

For one thing, a system which is made of equipment 
from several different manufacturers will not be as effli- 
cient nor deliver the full potential as it would if that 
equipment were fitted into a system designed specifically 
for it. 

A system cannibalized from equipment of several differ- 
ent manufacturers may be a better bargain at the outset, 
but efficiency will be sacrificed, as will programming and 
advice by the manufacturers’ experts. 

Cost, machine capability, performance records, availa- 
bility of maintenance service, ease of operation—all are 
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Editorial: 





A Lesson in Causes 


Any fight made for principles can be one of tedium and 
unrelieved boredom, a monotonous and weary sentry’s 
patrol in the dead of night. 

During the long watch, the sentry may feel the princi- 
ples he defends have lost their meaning and become mere 
cant and that his march is only a quixotic journey to tilt 
at windmills. 

From time to time, though, there is some dramatic 
skirmish—a pinprick of action when viewed on the whole 
front—which instills a new dedication to the principles 
and a new willingness to carry on the fight. 

The recent decision of the Michigan Supreme Court is 
a ringing affirmation that the principles of The Inde- 
pendent Bankers Association are no hollow cause. 


The Lust for Power 


The case—the Peoples Savings Bank of Port Huron vs. 
Michigan National Bank of Lansing—shows the branch 
bank systems bear no “live and let live” attitude toward 
independent and unit banks. 

In its arrogant disregard of state law and its posture 
of being more powerful than the state courts, the Michi- 
gan National Bank has clearly shown the dangers inher- 
ent in the branch bank and holding company system. By 
boldly proclaiming that it seeks to “expand and expand” 
until it is “the Bank of America of Michigan”, the Michi- 
gan National Bank demonstrated there never can be any 
compromise of principles or any relaxation of the fight 
for independent bankers; to compromise or to relax is 
to walk into the maw of disaster. 

The Independent Bankers Association is not a service 
organization in any sense that it is designed to help banks 
in merchandising. Its sole functions are to preserve and 
protect independent banking in America. 

The American tradition of independent banking is a 
unique one. It has helped foster American enterprise and 
helped build this country to eminence as a nation where 
opportunity exists for all men. 

Gigantic banking structures would subvert that tradi- 
tion for the sake of bigness. If they achieve that end, they 
will have destroyed something fundamental in the Ameri- 
can system. 


Right and Left Turnings 


There are only two approaches to the problem of tre- 
mendous concentrations of wealth in the banking struc- 
ture. Neither allows license. 

One system is the old liberal tradition of preserving 
competition for the benefit of the customer. There must 
be a middle line in this, however. Completely free com- 
petition is merely a transitory phase where one com- 
petitor seeks to wipe out the other—it is a way station on 
the road to monopoly. With a modicum of regulation, 
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competition can be limited so the customer always has a 
choice, so that he is always able to make his own decision. 

The other system is one embraced by “the new liber- 
als.” It would allow gigantic institutions on the grounds 
they are more efficient (a debatable conclusion), and 
then regulate them through stringent government control. 
But where so much power and wealth has been concen- 
trated, it is a simple matter to corrupt the regulatory 
agencies; hence, the logical end must be to take the con- 
trol of such institutions entirely out of private hands and 
put them into the hands of a bureaucracy. If the gigantic 
institutions are left free to pursue this end, where then 
is freedom? 


The Individual Freedom 


Corporations speak of their rights to freedom as indi- 
viduals. Under the law, they have been endowed with a 
legal entity, but they are not persons. It is the freedom of 
the individual human being, not the individual corpora- 
tion, which is the only important freedom. 

It is for this freedom of the individual person that The 
Independent Bankers Association speaks, and the associa- 
tion believes this freedom is best served when people 
are able to control their own affairs in their own com- 
munities, not when they must grapple with the private 
bureaucracy of a branch system or a holding company, 
or the public bureaucracy of a governmental agency. 


AUTOMATION. 
(Cont'd From P. 31) 


factors to be considered. Consideration of these factors 
should be given to entire systems rather than to individ- 
ual pieces of equipment, however. 

When a bank does decide to adopt automation for 
check processing, it should fully investigate all the uses 
possible in other departments. It should also inquire into 
the feasibility of using in-bank television, automatic files 
and microfilming. Careful planning can make all these 
things profitable adjuncts. 

Edgar Allan Poe once sniffily wrote: “Science . . . vul- 
ture whose wings are dull realities.” 

Applied science in the form of electronics has come to 
banking, and there are myriad dull realities to be grappled 
with. If banking can do so successfully, whole new vistas 
of customer service and greater bank profits are the prizes 
to be won. 

Automation, in view of the booming population and 
the ever-increasing use of checking accounts and other 
bank services, is a blessing, but not entirely an unmixed 
one. Its challenge is the challenge of the future, though. 

END 


THE INDEPENDENT BANKER 





pigs atc iataie eaeii eae 








. SECURITY STATE Bay 


On Target... 


with all ‘ 
Correspondent* 


e 
a 
Banking Needs! 
i ‘ ‘ 
= 7 a 
o é * 
a, 
5 2 9 
¥ z > 
w wi 2 
a. 4 3 
< [e) , 
e = 
7 ¥ = 
"1 4 . 
. = 
. 
% 
% 





A Salute eee : "va 3LVis NOINN ° * 


to our Correspondénts— The 
Independent Community Banks— 
“Qur Partners in Progress” 


MARQUETTE SALUTES YOU, for hav- MARQUETTE IS PROUD to have had 
ing been largely responsible for the a part in this achievement, and in this, 
growth ... the progress... the pros- our Fortieth Year, we pledge our con- 
perity ...in each of your own com- tinued support of Independent Com- 
munities—and, together, in all of our munity Banking! 


great and growing Upper Midwest! 


DEPARTMENT OF 
BANKS AND BANKERS 


Otto H. Preus, Vice President 


To MARQUETTE %i0n.(/ BANK 


OF MINNEAPOLIS Covent, at Margut FE 3-541 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








6000" 


POST-TRONIC* MACHINE 


delivered to 
The National 
Bank of America, 
Salina, Kansas 


(left to right): E. Keith Opdyke, Ass‘t. Cashier, C. N. Hoffman, Jr., 
Vice-President, and Wayne E. Dailey, Executive Vice-President observe 
the posting operation of the 6,000th National POST-TRONIC machine 


Call your nearby National representative NOW! He has 
reserved a copy of National's brochure, “BANK ECONO- 
MATION,” for you. This call could be the most advan- 
tageous one you make TODAY! 


Our Bank watched closely the developments in the field of bank 
automation for over three years. After careful consideration, we de- 
cided to replace 6 conventional machines with 3 NATIONAL POST- 
TRONIC machines, two of which will become fully automated in the 
near future with the third used as a rental unit until the two become 
fully automated. This decision was based on our knowledge of the po- 
tential of the NATIONAL POST-TRONIC machine as a nucleus for more 
fully automated bookkeeping. We are pleased to receive shipment of 
the 6, 000th and 6,001st NATIONAL POST-TRONIC machines now in use 
in the United States and Canada. 

Yours very truly, 


£4 


C. N. Hoffman, Jr. 
Vice-President 


The National Bank of 
| America, Salina, Kansas 


Bankers of America place CONFIDENCE in the 
National POST-TRONIC*...the proved electronically 
controlled bank bookkeeping machine. Confirmed reports 
to July 31st show: 


e 6,024 POST-TRONIC machines now in use in 1,352 
banks in the United States, Puerto Rico and Canada 


e Over 12,000 conventional machines have been replaced 
by National POST-TRONIC machines 


¢ One of every three checking accounts in America is 


posted by a POST-TRONIC machine 


¢ and now WORLD-WIDE ORDERS for more than 
500 POST-TRONIC machines have been received from 
bankers in Europe, Africa, South America, Asia and 
Australasia ...an expression of CONFIDENCE by 
bankers and financiers throughout the World! 


CONFIDENCE ... experienced through knowl- 
edge of practical and economical POST-TRONIC per- 
formance ...has now prompted many bankers to project 
their FULL AUTOMATION plans with NATIONAL. 
They know every POST-TRONIC machine...the 
proved nucleus for an automated system...can become 
a fully automated unit through the addition of other 
electronic components produced by NATIONAL. 


THE NATIONAL CASH REGISTER COMPANY, payton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES + 76 YEARS OF HELPING BUSINESS SAVE MONEY 





